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Uncle Sam Finds a Formula 
for Competing with the Carriers 


A significant and astonishingly unheralded experiment 
in government ownership and operation 


Here is the extraordinary and little-known record of the Inland Waterways 
Corporation—a public service corporation owned by the U. S. Government, 
conceived and conducted by an army officer of exceptional ability, and de- 
veloped quietly and almost without ostentation during the period when the 
controversy over government versus private ownership of the utilities has 
been at its height. The manner in which this project has been carried into 
effect is of broad interest to the entire utility industry, as it has revealed an 
entirely new—and in this case effective—method of injecting the government 
into competition with private enterprise. 


By HERBERT COREY. 


HEN the 101 Ranch show 

\ V) had gotten as far as Tuxedo, 

Maryland, a constable served 
a large bundle of papers on the man- 
ager. The manager shook an angry 
finger : 

“Don’t you know” he said, “you 
poor, dumb hick, that you can’t stop 
this train? Ain’t you got no better 
sense than that?” 

“Mister,” said the constable, “this 
train is already stopped.” 


HIS parable is commended to the 

attention of the owners of public 
utilities. They are advised to note 
the indignation with which the rail- 
roads consider the Inland Waterways 
Corporation. They are bursting over 
the injustice of the government going 
into bus competition against them. 
They are talking about the unfairness 
of subsidies. If you jostle a railroad 
lawyer, he will bung right into a 
speech about the pity of it all. They 
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have seen a reasonably solid Congress 
support the Inland Waterways Cor- 
poration and the plan for the creation 
of a system of linked waterways, and 
they have read the statements by 
which the Inland Waterways Cor- 
poration seems to show that it is 
making money. They are obliged to 
admit that if there ever were a gov- 
ernment-owned business _ efficiently 
managed, it is this corporation. But 
they go right on waving hot fingers 
in the air: 

“You can’t stop this train, 
shout. 

“Mister,” said the constable, “this 
train is already stopped.” 

What is more important—condi- 
tions being what they are—is that 
neither the rails nor the utilities seem 
to have discovered that a plan has 
been devised by which public owner- 
ship can be made to work. They have 
been strolling in a patch of poison ivy 
and acting as though it were sweet 
peas. 


” 


they 


6 hex Inland Waterways Corpora- 
tion has come to stay, unless all 
the signs are wrong. 

Major General T. Q. Ashburn 
framed the proposition that Congress 
accepted, and I can see now why 
politicians do not want to have army 
officers in politics. General Ashburn 
. was as slick as a weasel. There is no 
way by which the country can get rid 
of it, short of an act of Congress, and 
that is just as probable as a conjunc- 
tion of Venus and 42nd sfreet. Even 
if the administration should cease to 
be water-minded, no administration 
would be silly enough to stir up the 
waterways advocates plus the public 
ownership dervishes by knifing it. 
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Congress might develop a passion for 
the rails and still Congress cannot 
stifle it by refusing money. 

It does not ask for appropriations, 
It is a free agent and can borrow 
money at the banks. It is a sound, 
staunch company with $24,000,000 
of assets and only current debts and 
doing a business that shows a surplus 
of intake over outgo and depreciation. 
It is true that the promise has been 
made over and over again that when 
the Inland Waterways Corporation 
has built up a really profitable busi- 
ness the government will sell it into 
private hands. But when that time 
comes the government might not want 
to sell it. In any case that promise 
means just this: 

The Inland Waterways Corpora- 
tion will be operated as a competitor 
of the rails until it has made that com- 
petition pay. 

It will then be sold only to such 


private owners as will continue to. 


operate it competitively for profit. 

The railroads have been wasting a 
lot of breath debating their rights 
and wrongs. They had best consider 
what to do next. 


EF I were the owner of a public util- 
ity; if I were the manager of a 
public utility and beginning to get 
wrinkles over the tendency of the 
voters to raise the Bronx huzzoo 
when I come in sight; even if I were 
only the owner of a short mess of 
utility stocks and bonds, I would give 
heed to this parable. I would indeed. 
I would ask myself if a government 
which has found a way to conduct ef- 
ficiently competition with the com- 
mon carriers might not conceivably 
bite the ear of my own pet lamb. 
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It is no good saying that public 
ownership will never be accepted by a 
free people. There is some doubt 
whether we are free. 

Also, public ownership has been ac- 
cepted. 

“Mister,” said the constable, “this 
train is already stopped.” 


on is a certain amount of sen- 
timent favoring the public owner- 
ship of utilities. No one knows how 
much sentiment, but it is as vocal as 
a pig under a gate. One need only to 
read the newspapers to learn that the 
National Electric Light Association 
and the National Association of Se- 
curity Owners offer reluctant evi- 
dence in their publications. The 
movement for public ownership may 
be based on misinformation and un- 
truths. The railroads maintain that 
the Inland Waterways Corporation 
was created by Congress and millions 
of public money spent in making our 
rivers navigable because of a misap- 
prehension of the situation. 

But the corporation was created 
and the millions are being spent. 

“Mister,” said the constable, “this 
train is already stopped.” 


HERE is now a Federal Power 
Commission which is itching to 
procure as many entitlements, au- 
thorities, dignities, and appropria- 
tions as are now being enjoyed by the 
Interstate Commerce Commission. 


e 
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The Interstate Commerce Commis- 
sion more or less overlaps into the 
power field on one hand and the com- 
munications’ field on the other. There 
is the Federal Radio Commission, 
which is just beginning to perceive 
what a hell of a hen has laid this egg 
and will, undoubtedly, ask the next 
Congress to give it more rights. 
There is a public utilities commission 
in each state and regulatory bodies in 
each considerable city and in most of 
the towns, villages, and hamlets to 
deal with and occasionally bedevil the 
public utilities. 

There are also the seven whirling 
United States Senators—there are 
seven, are there not? There must be 
seven; seven is an unlucky number— 
and a few whirling governors and 
Congressmen and state legislators and 
city councilmen, all doing their r. p. 
m. Similar portents were noticed be- 
fore the Inland Waterways Corpora- 
tion was created and declared inde- 
pendent of the government that owns 
it. This fact seems worthy of consid- 
eration. 

I do not suggest that the position 
of the utilities toward the public is 
parallel to the position of the rails to- 
ward the public forty years ago. But 
a review of what has happened and 
the reasons for it might be interest- 
ing. If the utilities find the cap does 
not fit, they may throw it away. In 
1890 no railroad man would have 


the Inland Waterways Corporation has been freed from 


q “I am viewing with alarm the very smart device by which 


any form of governmental control whatever. 


The Inland 


Waterways Corporation seems to me to be a model which 
those who demand public ownership of utilities might well 
take over.” 
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dreamed that the time would come 
when the government would own and 
operate a boat line in competition 
with his rails. Even if he had such 
a nightmare, he would not admit that 
the government could operate such a 
line as efficiently as a privately oper- 
ated line. 

More than that. 

He could not have believed that the 
government would, to all intents and 
purposes, divest itself of authority 
over that line. 


Beg I have learned nothing of 
the practical operations of poli- 
tics, the Inland Waterways Corpora- 
tion is as independent of actual con- 
trol by President Hoover and Secre- 
tary of War Pat Hurley, and the com- 
mittees of Congress as Iam. Major 
General T. Q. Ashburn is as free as a 
bird. The discipline of the United 
States Army and the natural desire of 
a kindly gentleman to avoid giving 
pain will no doubt lead General Ash- 
burn to question this statement. But 
when one gets down to hardpan the 
only means by which a hostile admin- 
istration could hamstring the Inland 
Waterways Corporation is by issuing 
orders to Ashburn to injure it delib- 
erately. 

And if such orders were issued, 
what a gorgeous political row would 
_be raised in the Mississippi valley! 
The Mississippi valley is, according 
to Ashburn, the forty-odd states 
which now benefit by the operations 
of the Inland Waterways Corpora- 
tion. 

If Ashburn were to refuse to obey 
such orders, a more biddable succes- 
sor could be found. 

The day that is done I shali expect 


to see the Secretary of War commit 
hari-kari on the White House lawn, 
dressed in a pink nightie, and wearing 
flowers in his hair. 


¥Y 1900 the common carrier steam- 
boat business had about ended on 

our inland rivers. A few steamboats 
and barges and be-gloved and gentle- 
manly captains and be-damned mud- 
clerks were holding on, it is true. 
There might be a live diplodoccus in 
the African swamps now, but it is not 
doing a paying business. It seems of 
no consequence whether the rails had 
put the boats out of business by ruth- 
less competition, as Ashburn says, or 
whether an impatient public had de- 
manded livelier transportation. The 
steamers had ceased to be economic 
means of freight handling and the 
rivers continued to be unmanageable. 

Then what happened? 

The rails went to considerable trou- 
ble to bite themselves in their hinder 
ends. They recall the story of the 
angry wrestler. As his opponent 
twisted him around the wrestler saw 
a hairy region in reach of his teeth 
and snapped at it. Then he could not 
even holler for help. His own teeth 
were stuck fast in his own neck. The 
rails rebated to favored shippers and 
gave concessions and sidings and 
whatnot until the public discovered 
what was going on. 

Transcontinental rates were espe- 
cially burdensome. They may have 
been fair enough. I do not know. It 
must cost something to haul a ton 
from New York to San Francisco. 
But partly because of the high rates 
and slightly for military reasons the 
Panama canal was dug. Then a pub- 
lic that had learned to dodge when- 
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The Discovery of a Formula for Enabling a Government- 
Owned Corporation to Be Free from Shackles 


“ NEW formula has been found by which 
a government can be successful in 
business. If not successful as a private com- 
pany would consider success, it can at least so 
free itself from the shackles of government 
control that it can be a self-perpetuating com- 
petitor to private business. All that is needed 
is for the government to form a company and 
give it the money needed and then cut every 
string that ties it to the clumsy governmental 


structure.” 





ever a railroad president coughed hit 
the roads right where it hurt most. 
Perhaps the public was all wrong. 
Perhaps the railroad presidents were 
practically sainted men and lived by 
the Golden Rule. But because the 
public suspected that it would be cold- 
decked if it did not watch the game, it 
forbade railroads engaged in trans- 
continental business owning steam- 
ships plying on the Panama canal. 
That is the gist of the law. 

That tore it. Competition was com- 
pelled between boat and rail. 


OO can hear railroad men crying 


about this even yet. Maybe 
they are right. Maybe the public is 
right. There is no need to discuss the 
question. The practical effect of the 
law was that the Middle West was 
hurt, and to hurt the Middle West is 
as risky as playing tag with a tiger. 
Freight rates to the mid-continent 
rose as freight rates between the 
coasts fell. While Secretary of Com- 
merce, Mr. Hoover, once said: 


“Chicago has moved 336 cents (to 
the ton) away from the Pacific coast 


while New York has moved 224 
cents closer to the Pacific coast. A 
similar calculation will show that 
Chicago has moved 594 cents away 
from the markets of the Atlantic 
seaboard and South America.” 


No doubt there were a multitude 
of reasons why this inequality should 
exist, but there was not one reason 
that convinced the shippers of the 
Middle West. They began to talk of 
reviving the inland waterways under 
the cloak of the unquestioned neces- 
sity for some form of flood control. 
The rails opposed this suggestion 
with all their might. Whether it was 
because their arguments were con- 
vincing or because the country had 
too many other things on its mind is 
debatable, but at all events nothing 
was done. In 1918 there was practi- 
cally no common carrier boating on 
the five great western rivers. 

Then the freight tie-up of 1918, in 
the latter end of the war, changed the 
situation. 

The Director General of Transpor- 
tation took over water transportation 
as well. What few boats there were 
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on the rivers were commandeered and 
a beginning was made at building oth- 
ers. It is true they played no part in 
winning the war. We had a lot of 
other good ideas that were several 
years too late. But when the war was 
over the government found itself with 
a sort of a fleet on its hands and an 
insistent demand from the Middle 
West that the freight-rate peak on 
which it had been stranded be flat- 
tened out. 

If that rate peak had not existed, 
it is unlikely there would be an In- 
land Waterways Corporation today. 
I am not arguing that the discontent 
of the Middle West was based on 
fact; I am merely pointing out to the 
utilities, in the event they are interest- 
ed, that the discontent existed, and 
am endeavoring to show what hap- 
pened in consequence. 


I there is complete satisfaction to- 

day with the operation of the pub- 
lic utilities, then I am reading my 
newspapers from right to left and 
misunderstanding the N. E. L. A. and 
the cries I hear are coming from mud- 
hens trying to find harbor in a fog 
and are not emanating from the 
whirling statesmen. Then I should 
not be viewing with alarm, as I am, 
the very smart device by which the 
Inland Waterways Corporation has 
_been freed from any form of govern- 
mental control whatever. The In- 
land Waterways Corporation seems 
to me to be a model which those who 
demand public ownership of utilities 
might well take over. My admiration 
for Major General T. Q. Ashburn, 
who invented it, is boundless. When 
he sat in the game he dealt himself an 
Arkansaw flush. 


Three jacks and a bowie knife. 

If any one of the legal brethren 
who have been the mouthpieces for 
the rails has discovered what was done 
for public ownership in 1924, I would 
like to be shown the record. 


WISH to repeat my praises of the 

major general. Ecce consider- 
able homo. I admire him so passion- 
ately that I deprecate my suspicion 
that his antagonists had perhaps not 
been getting enough sleep in 1924. 
Some one should have tapped their 
learned knees to see if they had the 
right kind of reflexes. 

For this is what Ashburn did to 
Congress, the railroads, the adminis- 
tration of the day, and all subsequent 
administrations. He will not admit 
it, mind you. If he did admit it, he 
would lessen my admiration for him. 
No wise man will admit himself into 
trouble. 

He induced Congress to incorpo- 
rate the Inland Waterways Corpora- 
tion—with a present issue of 
$15,000,000 in stock—and absolutely 
free it from any practicable control. 

In 1924 every one was as sore as 
possible on the Inland and Coastwise 
Waterways Service, which was the 
predecessor of the Inland Waterways 
Corporation. It had inherited the 
fleet of bumboats left from our effort 
to win the World War on the Missis- 
sippi. Almost every one connected 
with the government had been free to 
take a poke at it except the major 
domo of the White House. The Di- 
rector General of the budget cut down 
its claims for money and the commit- 
tees of Congress held long and aim- 
less hearings on it and the comptrol- 
ler of the treasury ruled on it. 
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It was the perfect example of gov- 
ernment in business. 

It was losing more than one million 
dollars a year. It existed by congres- 
sional favor and executive tolerance 
and as a gag to the noisy yeomanry 
of the Middle West. There was a 
strong popular demand which was re- 
‘flected in Congress that something be 
done with the waterways to keep the 
railroads from swallowing the Middle 
West whole. There was also the con- 
viction among what has been referred 
to as our thinking class that nothing 
could be done. 

Private owners would have nothing 
to do with freighting on the rivers. 

The government was doing its best 
and making a mess of it. 

Ashburn was at the head of the In- 
land and Coastwise Waterways Serv- 
ice. Every one liked him. He had 
had a fine record in the army and the 
medals he owned had been given for 
getting shot at instead of for giving 
away army supplies. Congress saw 
that the only reason why he had not 
made the service a success was that a 
government simply cannot make a 
business work. 

Keep your eye on that. 


S° far as I know, no government 
has ever conducted a business op- 
eration successfully until Ashburn of- 
fered his plan. 

It would get around all the infer- 
nal little difficulties which had made 


government operation a failure. An 
incorporated company, ensuring con- 
tinuity of operation, would appeal to 
shippers. They had been looking for 
the existing service to fall over on its 
side at any moment. Freed from the 
necessity of asking for appropriations 
or catering to congressional whims 
or explaining 50-cent pieces to the 
comptroller of the treasury he could 
conduct his affairs as a business man 
would. 

Congress gave him what he want- 
ed. 

An issue of $5,000,000 stock was 
first authorized and paid for at par 
and the money placed in the Inland 
Waterways Corporation treasury. 
Later $10,000,000 more was granted, 
of which only $7,000,000 has been 
issued. Ashburn was made the chair- 
man and executive. He reports to 
the Secretary of War, but I do not 
discover that the secretary has any 
real authority over him, except to or- 
der him to do as he pleases. 

He could be removed, of course. 


| aggre indicated what would hap- 
pen in the forty-odd states Ash- 
burn includes in the Mississippi val- 
ley if he were to be removed for rea- 
sons which might lessen the efficiency 
of his corporation. 

No president nor chairman of any 
congressional committee nor any 
committee has any more authority 
over Ashburn than I have. He would 


e 


of politics the Inland Waterways Corporation is as inde- 


q “Un tess I have learned nothing of the practical operations 


pendent of actual control by President Hoover and Secre- 
tary of War Pat Hurley, and the committees of Congress 
as I am.” 
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never twiddle his fingers at them but 
if he wanted to twiddle, he could do 
so with impunity. He is sitting com- 
pletely pretty. He conducts the af- 
fairs of the corporation precisely as 
the president of a railroad conducts 
the affairs of his corporation. He is 
as much his company’s boss as John 
J. Farrell is boss of U. S. Steel. 
Maybe more so. Farrell must answer 
to the bankers. 

The net result has been that Ash- 
burn has made a real success. The 
million-dollar-a-year loss of the old 
government-controlled plan has been 
turned into a net average profit from 
1925-1929 of $82,000 for the gov- 
ernment-owned but not controlled 
corporation. By “profit” I mean that 
sum was left each year after the costs 
of operation and depreciation had 
been charged off. The Inland Wa- 
terways Corporation now has a fleet 
of 400 vessels and in 1929 it hauled 
2,114,470 tons of freight. It began 
without terminals and because it is a 
dependable and continuous concern it 
has induced a number of the principal 
cities along the rivers to invest mil- 
lions of dollars in dockage plants. It 
has established joint rates and through 
routes with 166 of the leading rail- 
roads. 

I believe that it is wholly due to 
Ashburn’s success that the inland wa- 
_ ter-borne commerce now employs the 
services of 200 common carriers and 
98 contract carriers and 187 private 
carriers with floating equipment val- 
ued at $150,000,000 and including 
4,500 barges and 1,300 propelled 
craft. The net of navigable rivers is 
being constantly extended which 
promises a gain in the annual freight 
tonnage. 
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[ the million-dollar-a-year _ loss 
shown by the old Inland and 
Coastwise Waterways Service had 
been continued, Congress must have 
tired of maintaining it, and with it 
the lock and dam service necessary 
to river traffic. Those who declared 
that freighting by water is no longer 
practicable in this age would have de- 
clared their case proven. There would 
always be a certain amount of water 
hauling, of course, but on compara- 
tively short stretches of river and for 
abbreviated seasons. 

And all this because one simple ma- 
jor general was so much smarter than 
all the railroad lawyers, not to speak 
of Senators and Congressmen. Just 
a simple major general— 

I would like to meet a smart major 
general sometime! 


Cc is quite true, as urged by the reb- 
els who are still unreconstructed, 
that the Inland Waterways Corpora- 
tion pays no Federal taxes. 

It is true that it charges itself with 
no interest on the $24,000,000 assets. 

It does pay some state taxes. It has 
entered into contracts with the cities 
which have built terminals at figures 
which are proving profitable to the ci- 
ties and which, therefore, means that 
other taxes are being indirectly paid. 

General Ashburn maintains that 
the government has actually expended 
for navigational purposes about 
$250,000,000, as distinct from har- 
bors and flood control schemes. The 
Inland Waterways Corporation is not 
charged with any part of that quarter 
billion dollars or any interest on it 
or any rental for its right of way. 
Neither is any other steamboating 
company. The taxes the boatmen pay 
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are almost wholly levied against their trol that it can be a self-perpetuating 
floating equipment, whereas railroads competitor to private business. All 
and truckmen must directly or indi- that is needed is for the government to 
rectly pay taxes on the rights of way form a company and give it the mon- 
they use. These facts have no place ey needed and then cut every string 
in this article. that ties it to the clumsy governmental 
What I set out to do was to show structure. And I wish to call these 
that a new formula has been found facts deferentially to the attention of 
by which a government can be suc- the utilities. 
cessful in business. If not successful Those who do not like this idea— 
as a private company would consider and I am one of them—are offered 
success, it can, at least, so free itself one morsel of comfort. 
from the shackles of government con- There are very few Ashburn. 








The History of the Electric Street Car in a Nutshell: 


1835 THomas Davenport, a blacksmith of Brandon, Vermont, made the first working model 


of an electric railway. 
sd 


1837 Tuomas Davenport drove an electro-magnetic engine over a circular track in Spring- 


field, Massachusetts. 
4 


1857 Proressor C. G. Pace made a trial trip in his electric car, with five passengers, between 
Washington, D. C., and Bladensburg, Maryland. 


z 
1879 SterpHeNn D. Fiexp filed an application for a patent on a third-rail system. 
z 


1880 Tuomas A. Epison demonstrated the use of electric power for transportation pur- 


poses at Menlo Park, New Jersey. 
2 


1883 Epson AND Fretp exhibited an electric locomotive on a circular track one-third mile long. 
4 


1886 Leo Dart, of Greenfield, New Jersey, operated an electric engine which hauled passengers 


in old horse cars. 
2 


1887 Franx J. Spracue demonstrated his electric railway car on Fourth avenue, New York. 
z 


1888 The modern overhead trolley, invented by Spracue, got its start as a commercial enter- 
prise in Richmond, Virginia. 
2 


1930 Electrically propelled street cars carried over 16,000,000,000 passengers, representing a 
capital investment of $5,000,000,000 and employing 309,000 workers. 
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Recent Trends in Street Car 


Regulation 


What the state commissions and the courts are 

deciding the railways can and cannot do in their 

efforts to meet the competition of the rival common 
carriers 


By ELLSWORTH NICHOLS 


REVIEW of the decisions in elec- 
tric railway controversies re- 


ported during the past year is 
a review of the struggles of the com- 
panies to keep their heads above water 
in spite of the surging waves of auto- 
mobile competition. These efforts are 
in the nature of changes in fares, op- 
erating methods, and service. An un- 
derstanding of the traction problems 
by the public should help, but most 
riders do not see the railway side of 
the picture—even when the company 
wants to shift paving costs from car 
-riders to taxpayers who drive over the 
streets in their motor cars. 

Time creeps along for a man wait- 
ing on a corner for a street car. The 
interval between cars is exaggerated 
in his mind. A 5-minute wait seems 
fifteen minutes. The cars crawl, if he 
is in a hurry to get to his job. 

The cumulative effect of these de- 
lays produces an impression that street 


car service is poor, and from such 
beginnings grow service complaints 
to the commissions. But, if the strap- 
hanger follows the commission pro- 
ceedings, he discovers that he has not 
heard the whole story. The company 
is fighting hard to give service and at 
the same time keep in a financial posi- 
tion where it can get credit to carry 
on its business in the face of automo- 
bile competition, both private and pub- 
lic. 


i nner of some of the stops, 
which compels riders to go a little 
farther to board a car, is met by pro- 
tests, but it means more speedy trans- 
portation. This fact is recognized by 
the regulatory bodies, and it has been 
said that the adoption by a street rail- 
way company of a skip-stop system in 
an effort to speed up its service and 
reduce its operating expenses is a 
proper exercise of managerial discre- 
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tion with which the commission will 
not interfere, in the absence of con- 
vincing evidence that the management 
has been arbitrary and discriminatory, 
or that the elimination of a certain 
stop will inconvenience an appreciable 
portion of the car-riding public be- 
yond reason. We find that a com- 
 plaint by Kansas City street car riders 
asking the restoration of a car stop 
at an intersection was denied in one 
instance because the commission was 
of the opinion that the extra distance, 
a maximum of one block, which the 
car rider must walk was not unreason- 
able. 

In another case a similar complaint 
was denied in view of a street rail- 
way company’s attempt to speed up its 
service through the skip-stop system, 
but the company was ordered to light 
up an alleyway used by the complain- 
ants in order to reach the nearest sta- 
tion to their home under the skip-stop 
plan. Commissioner Ing said that 
persons had been held up and robbed 
while going through the alley and 
girls and women had been attacked 
there by thugs and crooks.? 


A= plan for expediting serv- 
ice has been tried in Milwaukee. 
There the policy of the street railway 
company in developing a high speed 
line over a private right of way to 
outlying districts, even at a higher 
rate than was charged on lines in the 
metropolitan area, was declared by the 
Wisconsin commission to be sound, 
and an experiment with that end in 
view was approved. A higher fare 
for this high speed service was con- 


1 Becktel v. Kansas City Pub. Service Co. 
(Mo.) P.U.R.1930E, 223. 

2Lefferty v. St. Louis Pub. Service Co. 
(Mo. 1930) P.U.R.1931A, 16. 


sidered reasonable, but the commis- 
sion thought that the company should 
permit the use of the high speed serv- 
ice at a lower rate over a portion of 
the route by transfer connection with 
lower priced local lines, so that in- 
habitants of outlying districts, unable 
to pay for the high priced service, 
should not be left entirely without 
transit facilities, where there was no 
practical route for an independent 
lower priced slower speed service.® 


A by a civic organiza- 
tion against the rerouting of a 
street car line, which alleged unrea- 
sonable inconvenience to residents in 
certain districts of St. Louis was dis- 
missed upon a showing that the street 
railway company had good and suffi- 
cient cause to reroute the line, and 
had done so in what appeared to be 
the most practical manner with due 
regard to the adequacy of the service 
as a whole.* The possible effect of 
a rerouting of railway service up- 
on business enterprises or property 
values, it was held in another case, 
should not be given consideration by 
the regulatory body.® 


8 een pressure for lower operat- 
ing costs one-man cars have sup- 
planted two-man cars on a large scale, 
but here and there complaints against 
the new cars are heard. Some cities 
have passed ordinances requiring two 


men on a street car. The commis- 
sions, nevertheless, have approved the 
one-man car quite generally. A com- 


3 Re Milwaukee Electric R. & Light Co. 


(Wis. 1930) P.U.R.1931A, 26. 

#North Grand Improv. Asso. v. St. Louis 
hing Service Co. (Mo. 1930) P.U.R.1931A, 
3 


5 Re Kansas City Pub. Service Co. (Mo.) 
P.U.R.1931C, 275. 
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plaint by a city against the use of 
one-man street cars was recently dis- 
missed by the New York commission 
for lack of evidence tending to show 
that the use of such equipment created 
an undue hazard to the public. It was 
remarked that it is not proper to draw 
any general conclusion as to the safety 
of one-man street car operations from 


a single fatal accident.® 

Wes everything possible to pre- 
serve street car service has been 

done and still the cost of operation is 

out of proportion to revenues, there is, 

of course, nothing left but abandon- 

ment.” 

Fortunately in many instances the 
public may be taken care of by 
busses. Of the companies which 
have recently been permitted to turn 
from street cars to busses, we might 
mention the Lincoln Traction Com- 
pany, which was authorized to aban- 
don street car service on several of 
its lines and to substitute busses 
therefor in a portion of the aban- 
doned territory, notwithstanding the 
admitted inconvenience that would 
result to a considerable number of 
residents. It appeared to be financial- 

6 Re Yonkers R. Co. (N. Y.) P.U.R.1931C, 
456. See also Re Brooklyn & Queens Transit 
Corp. (N. Y.) P.U.R.1931D, 437. 


7 Re St. Louis Pub. Service Co. (Mo. 1930) 
P.U.R.1931A, 313. 


q 


e 


ly impossible for the company to as- 
sume its share of paving costs that 
would be required if there were to be 
tracks in certain streets included in the 
city’s paving program.® 

The contention that by reason of 
jealousy between the employees of bus 
branches and rail branches, respective- 
ly, of a common carrier which asked 
permission to abandon unprofitable 
rail service, transportation business 
had been deliberately diverted from 
the rail service to the busses, was dis- 
regarded by the Ohio commission in 
view of the universal trend of traffic 
away from rail service in favor of 
motor carrier service. The same com- 
mission ruled that it did not have 
jurisdiction to determine the rights of 
municipalities, as against a railway 
abandoning service, in so far as pav- 
ing or repaving, removing tracks, or 
repairing of streets might be con- 
cerned, and could not, therefore, 
attach any condition concerning the 
adjustment of such matters to its au- 
thority for abandonment.® 

In granting a railway authority to 
substitute bus for rail service, the 
Connecticut commission inserted in its 


order a proviso by which the carrier 
8Re Lincoln Traction Co. (Neb. 1930) 
P.U.R.1931B, 122. 
8 Re Scioto Valley R. & Power Co. (Ohio) 
P.U.R.1930E, 332. 


“THE adoption by a street railway company of a skip-stop 
system in an effort to speed up its service and reduce its 
Operating expenses is a proper exercise of managerial dis- 


cretion with which the commission will not interfere, in the 
absence of convincing evidence that the management has 
been arbitrary and discriminatory, or that the elimination 
of a certain stop will inconvenience an appreciable aan 
of the car-riding public beyond reason.’ 
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would not lose its franchise to operate 
over rails, notwithstanding the re- 
mote possibility of the restoration of 
such a type of service. The commis- 
sion overruled an attempt by a town 
and city involved to obtain from the 
utility a promise to adhere for some 
definite period in the future to the 
‘same schedule of service and rates of 
fare, in view of the continuing juris- 
diction of the commission to require 
reasonable rates and adequate serv- 
ice.”® , 
A* interurban railway was permit- 

ted by the Ohio commission to 
abandon service between certain com- 
munities, in view of the steadily di- 
minishing revenue obtained there- 
from. The demand for transporta- 
tion would be adequately satisfied by 
existing motor carrier service, part of 
which would be rendered by the rail- 
way company itself. It was decided 
that abandonment should be allowed 
even though a power service also 
operated by the company might be 
profitable enough to absorb the loss- 
es. 


Segregation of various branches of 
service is involved not only in aban- 
donment proceedings, but also in rate 


cases. In Missouri the value of an 
entire property of an electric railway 
company was allocated between purely 
rail operations and bus operations, 
where the commission had no juris- 
diction over the bus operations be- 
cause they happened to be within the 
corporate limits of a municipality. 
But an attempted segregation by a city 
of the urban and suburban earnings 


10Re Connecticut Co. (Conn.) P.U.R. 
1930E, 49. 


11 Re Scioto Valley R. & Power Co. (Ohio) 
P.U.R.1930E, 332. 


was held to be of no value, in view of 
the impracticability of fixing fares 
that were coincidental with municipal 
limits.” 

In New York revenue and expenses 
relating to services other than local 
transportation on a city traction sys- 
tem rendered by a street railway com- 
pany were held to be excluded prop- 
erly in a proceeding to determine the 
reasonableness of rates for such local 
transportation.® 

The application of a bus carrier, 
doing both an intrastate and interstate 
business, for increased intrastate rates 
was denied without prejudice, where 
the company had failed to allocate to 
its intrastate service the value of prop- 
erty, expenses, and revenues applied to 
that service.™ 


M*** companies have been faced 
by demands for lower fares for 
particular classes—school children, la- 
borers, and others. As a result of 
agitation of this type, street railway 
and bus companies operating within 
the District of Columbia were ordered 
to sell to pupils attending public, pri- 
vate, and parochial schools, booklets 
containing either ten or forty tickets 
costing 3 cents per ticket. These were 
to be valid, after being duly signed by 
the principal of the school attended, 
for passage between the hours of 7 :30 
A.M. and 7 o’clock p.m. for day stu- 
dents, and between 4:30 and 11 
o'clock p.m. for night students on all 
school days. 


12 Re Kansas City Pub. Service Co. (Mo.) 
P.U.R.1930E, 384. 

13 Re International R. Co. (N. Y. 1930) 
P.U.R.1931B, 242. 

14Re Louisville-Evansville 
(Ind.) P.U.R.1931B, 119. 

15 Re Reduced Fares for School Children 
(D. C.) P.U.R.1931B, 337. 


Transp. Co. 
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The Status of the Street Car’s Rival—the Taxi 


“oo contention that taxicabs operating 
in call and demand service were not 
within the jurisdiction of the Pennsylvania 
commission was called unsound by the Penn- 
sylvania Superior Court under a law declaring 
that the term ‘public service company’ should 
include all common carriers operating between 
points within the commonwealth.” 





essai passes and other types of 
reduced fares for regular riders 
are becoming common. A _ weekly 
identification card to be sold for 35 
cents, which aliowed the holder to ride 
for a cash fare of 5 cents during the 
life of the card, was placed into effect 
in Kansas City in conjunction with 
a cash fare of 10 cents for occasional 
riders in an effort to stimulate patron- 
age, or at least to check the decline of 
patronage that usually resulted from 
increased fares. In an effort to dis- 
cover the result of the new schedule, 
the commission directed the company 
to submit at the close of each week a 
report of its operation.” 

A street railway company which 
was unable to earn a fair profit on a 
rate of sixteen tickets for $1 was 
directed by the Wisconsin commission 
to install, as an experiment to stim- 
ulate its dwindling passenger business, 
especially during off-peak hours, a 
weekly pass system, such pass to be 
sold for $1. It was feared that a 
further separate fare increase would 
only hasten the decline of patronage 
and foster competitive service.’” 

16 Re Kansas City Pub. Service Co. (Mo.) 
P.U.R.1930E, 384. 


17 Re Madison R. Co. (Wis. 1930) P.U.R. 
1931B, 505. 


ene rates of a street railway 
company in Indiana were found 
reasonable as compared with the fares 
in thirty other cities in the United 
States using the weekly pass system, 
as shown by the American Electric 
Railway Association’s bulletin. The 
street railway had been operating un- 
der a cash fare of 7 cents with four 
tokens or tickets for 25 cents, and also 
sold a weekly pass for $1, which en- 
titled the holder to ride for one week 
for such sum as many times as desired. 
The new rates were increased from 7 
cents to 10 cents cash with an increase 
in the price of four tokens or tickets 
from 25 cents to 30 cents. The weekly 
passes at the one-dollar rate were con- 
tinued.” 

A street railway was permitted by 
the Nebraska commission to increase 
fares in an amount calculated to be 
sufficient to provide for maintenance, 
depreciation, operating expenses, bond 
interest, and other fixed charges, upon 
a finding that an emergency existed in 
the danger of foreclosure proceedings, 
because existing fares were not suff- 
cient to pay bond interest.” 


18 Re Re Indiana Service Corp. (Ind.) P.U.R. 
1930E, 276. 
19 Re Lincoln Traction Co. (Neb.) P.U.R. 


? 
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Ane the right of a commission 
to regulate franchise fares has 
been challenged, and the New York 
courts have sustained the authority 
of the commission to regulate rates 
of a utility regardless of the existence 
of a franchise from the city purport- 
ing to fix fares. A franchise granted 
by the city of Yonkers to a street rail- 
way company in 1911 was held to 
modify and supersede all previous 
franchises between such parties as to 
rates of fare; and this franchise was 
held to be subject to a statute, enacted 
prior to that date, giving the public 
service commission of the state power 
to regulate fares.” 


 pveggeed the most extensive of 
the recent street railway fare in- 
vestigations was in Kansas City. 
There an appraisal by the commis- 
sion’s engineer was accepted as a basis 
for determining the rate-making 
valuation of street railway property, 
where it was conceded to be fair and 
accurate by all interested parties to the 
proceeding. An objection was made 
by the company to admitting, as evi- 
dence of value, a copy of a transcript 
of a record in foreclosure proceedings 


in a Federal court in which a re- 


organization committee of first mort- 
gage bond and collateral note holders, 
through their representative, made a 
nominal bid for the entire property, 
which was confirmed. The objection 
was sustained.* 

The computation of an allowance 
for annual depreciation, it was held 
in this case, should be based upon the 


Yonkers v. Maltbie (N. Y. App. Div.) 
P.U.R.1931C, 254, affirming Yonkers v. Malt- 
bie, 138 Misc. 572, P.U.R.1931B, 300. 

#1 Re Kansas City Pub. Service Co. (Mo.) 
P.U.R.1930E, 384. 


actual depreciation experience of the 
company, or upon the experience of 
companies having similar property, 
rather than entirely upon estimates 
based on the age and. expected life 
of the items of property. The com- 
mission fixed a depreciation rate con- 
siderably more than one half of the 
amount shown to have been actually 
expended by another street railway 
company operating in the state, hav- 
ing approximately twice the miles of 
track, and appraised at approximately 
twice the value of the Kansas City 
company. The expense of the rate 
case proceeding, being of an extraor- 
dinary nature, was amortized over a 
5-year period as an operating expense. 


| spuomaencage or not a city official by 
reason of his personal relations 
with a street railway was biased or 
had failed to exercise his best judg- 
ment in voting upon a proposed agree- 
ment between the city of Buffalo and 
the company, was held to be im- 
material in a proceeding before the 
New York commission to ascertain 
the reasonableness of fares pursuant 
to such agreement, in view of the lack 
of commission authority to determine 
fraud in the execution of a contract.™ 


N° longer are taxicabs a means of 
conveyance exclusively for the 
well-to-do. Rate cut has followed rate 
cut as more cabs swarm the streets. 
This competition has been keenly felt 
by the street railways in some cities. 
Commissions have had limited author- 
ity over the cabs, or none at all in 
many places, but where they can con- 
trol them cut-throat competition has 
been put under a ban. 


82 Re International R. Co. (N. Y.) P.U.R. 
1931B, 242. 
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The contention that taxicabs op- 
erating in call and demand service 
were not within the jurisdiction of the 
Pennsylvania commission was called 
unsound by the Pennsylvania Superior 
Court under a law declaring that the 
term “public service company” should 
include all common carriers operating 
between points within the common- 
wealth. The contention was made 
that the words “between points with- 
in the commonwealth” limited the 
application of the law to carriers 
operating over fixed routes and be- 
tween definite points, and that when 
a taxicab picks up passengers wher- 
ever it can and transports them wher- 
ever they desire to go, it is not operat- 
ing between points within the mean- 
ing of those words. The court over- 
ruled this contention.* 

The regulatory principle that de- 
structive competition between utilities 
is inimical to public interests is just as 
applicable to taxicab service as it is 
to any other kind of utility service, 
the court held. It was pointed out that 
the primary object of the public serv- 
ice laws is not to establish a monopoly 
or to guarantee the security of invest- 
ment in a public service corporation, 
but first and at all times to serve the 
interest of the public. Unrestricted 
competition, it was said, is ordina- 





23 Hoffman v. Public Service Commission, 
99 Pa. Super. Ct. 417, P.U.R.1931A, 122. 





rily to be avoided, not because in the 
first place it injures the corporations 
against which it is directed, but be- 
cause ultimately, the usual experience 
of man tells us, the losses ensuing are 
visited upon the public. The question 
before the court was said to be 
whether it was for the public interest 
to permit an auto bus to run in com- 
petition with an electric railway line, 
and the opinion of the commission 
that such competition should not be 
permitted was sustained. 


Ae ruling that rates pro- 
posed by an applicant for au- 
thority to operate Ford taxicabs 
would be unremunerative was sus- 
tained on appeal in the same case 
where reliable evidence seemed to 
show that such operations would yield 
at the most an average net profit of 
only 1.435 cents per total mile, and 
that the use of the Ford cabs would 
not attract as much business as heavier 
vehicles. 

Taxicab rates and mass transporta- 
tion rates respectively, said the Con- 
necticut commission, are for different 
types of service, both of which have 
their special field and ought to be rea- 
sonably protected in their legitimate 
performance. The commission held 
that it had authority to fix both mini- 
mum and maximum taxicab rates, and 
it fixed uniform meter rates for all 


e 


fares for particular classes—school children, laborers, and 


q “MANY companies have been faced by demands for lower 


others. Asa result of agitation of this type, street railway 
and bus companies operating within the District of Co- 
lumbia were ordered to sell to pupils attending public, 
private, and parochial schools, booklets containing either 
ten or forty tickets costing 3 cents per ticket.” 
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he taxicabs operating ina particular com- taxicab industry should be both a 
ns munity. The topography, particularly maximum and minimum rate.™ 
e- as to the grade of streets, the density 
ice of population, and the taxicab travel- Ww™ interurban cars supplanted 
Te ing habits of different communities in many sections of the country 
on were said to have a bearing on taxi- by busses and with taxicabs and city 
be cab rates, which may justify different bus lines crowding out street cars, 
ast rates for different communities. the electric railway industry seems to 
n- In a later proceeding, although evi- be more and more a trolley and bus 
1e, dence adduced did not warrant the industry. A glance at the exhibits at 
on commission in changing the experi- an electric railway convention will as- 
be mental rates previously fixed for taxi- sure one of that fact. But there is 
cab fares, the desire of the owners of _ still a strong feeling that street cars 
over 80 per cent of the taxicabs are the cheapest and most effective 
‘o- operated in a particular community to means of mass transportation. We 
u- adopt a slightly lower experimental may, therefore, look for street railway 
bs rate, was granted. It was then said regulation to be one of the concerns 
IS- that any rate prescribed during a of our commissions for an indefinite 
Se period of rate experimentation in the length of time in the future. 
to —__ sional 
1d 8Re Meter Rates for Taxicab Service 25 Re Taxicab Rates in Hartford (Conn.) 
, f (Conn.) P.U.R.1931B, 258. P.U.R.1931D, 405. 
O 
ad 
Id 
” Do You Know That— 
THE word “telegram” was coined by E. P. Smith of Rochester, 
a- New York? 
: * * 
n- SINGLE men are more courteous over the telephone than either mar- 
nt ried men or women? 
* o* 
ve Tue largest municipal heating plant in the world is claimed by Ham- 
a- burg, Germany; the second largest is claimed by Leningrad, Russia? 
) * * 
te A “RIveR bus,” carrying twenty passengers and speeding at 50 miles 
1d an hour, is now in service on the Danube between Vienna and 
e Budapest ? 
li- + * 
id Tue first Indian to talk over the telephone was a Mohawk chief 
1l named Johnson, who was visiting Alexander G. Bell; what he said 
4 was “Sago gatchi; ska no ska?” 





* * 


TRAVELERS in Pullman cars are now being offered “radio pillows,” 
containing miniature broadcast receivers, that enable them to tune in 
without disturbing their fellow passengers? 

* * 

A SNAKE crawled to the top of a 55-foot electric light pole near 
Carbondale, Illinois, stretched itself across two high tension wires 
caused a short circuit that threw parts of two states into darkness? 

x * 

THE original model of the rural conductor who inspired Fontaine 
Fox to draw his “Toonerville Trolley” is George A. Imes, who has 
been working in the Newark, New Jersey, terminal of the Public 
Service Company, after the busses put his dinkey line out of business? 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


NorMAN THOMAS 
Socialist. 


Marcet GARSAUD 
Member, Federal Power 
Commission. 


Homer L. Fercuson 
President, Newport News Ship- 
building and Drydock Co. 


Harry E_mMer BARNES 
Professor of Economics and 
Sociology, Smith College. 


Lortinc A. SHULER 
Editor “Ladies Home Journal.” 


H. I. Pxryres 
Newspaper humorist. 


R. E. McDonneEti 
Engineering consultant. 


Dr. F. R. Moutton 
Economist. 


Irvinc M. TuTEuR 
President, Public Utilities Adver- 
tising Association. 


—MONTAIGNE 


“The day has gone by for making a political issue 
out of power.” 


> 


“Debates on the merits of Federal regulation have 
reached the point of saturation.” 


aa 


“Every business man objects to the government being 
in his business unless he wants to sell it.” 


¥ 


“IT am in favor of voluntary reforms within the 
public utilities which will render unnecessary the other- 
wise inevitable development of public control and owner- 
ship.” 

¥ 

“In 1941, when we look back to the days of 1931, 
we shall wonder how we ever managed to get along 
with such small knowledge and such meager use of 
electricity.” 

e 


“ ‘Consolidated Gas Drops in Quarter’—headline. And 
what Ptarmigan Pete wants to know is whether this by 
any chance means that even the gas company has to 
feed the meter.” 

> 


“The fact remains that any number of (municipal 
ownership) cities and towns are finding it unnecessary 
to levy any formal taxation to pay the running expenses 
of their cities.” 


> 


“A statistician could probably prove that in a not far 
distant future we shall all be engaged in regulating the 
activities of one another and that all our income will 
be paid in taxes.” 

5 


“Utilities are being criticized for advertising today 
by the same forces and organizations that ‘raised Cain’ 
a number of years ago because they didn’t tell their 
story to the public.” 
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Joun Sparco 
Former socialist. 


ARTHUR BRISBANE 
Hearst editorial writer. 


Bernarp HaAGGERTY 
Magazine writer. 


Dennis F. KEetiy 
Chairman, Electrical Merchandis- 
ing Joint Committee. 


SamueEt S. WyreRr 
Consulting engineer. 


Waireroorp R. CoLe 
President, Louisville and Nash- 
ville Railroad Co. 


Proressor JouN Dewey 
President, People’s Lobby. 


“(Governor Pinchot) is much given to the unfortu- 
nate and dangerous habit of considering the electric 
industry from the viewpoint of politics rather than 
from that of social progress.” 


¥ 


“Airplanes, driven by Diesel engines, will take pas- 
sengers from Chicago to New York for $5 in five 
hours, and from New York to Seattle for $10 in fifteen 
hours and less. Write that on your tablets.” 


. 


“Those close to him (Gifford Pinchot), who know 
the exalted opinion he holds of the Pinchot blood, brain, 
and character, also are aware that he would discard the 
power issue without a scruple if he found some other 
better suited to his purpose.” 


¥ 


“I hold no brief for the utility companies, but we 
must admit that if legislation were to hamper their 
activities and make it impossible to give the services 
for which they are organized their losses would be as 
great as those of the railroads.” 


* 


“The professor teaching economics at the State Nor- 
mal School at Wayne, Nebraska, recently stated, after 
a discussion of the government ownership questions, 
that it was the first time he had known that there were 
two sides to this political question; yet this man had 
used his position for sixteen years in indoctrinating 
every student with the idea that the only solution of the 
economic ills was state socialism.” 


* 


“If the railroads are to be deprived of a fair return 
during periods of prosperity on the ground that they 
are not confronted with any emergency requiring it, 
and likewise . . . during periods of depression on 
the ground that general conditions do not admit of it, 
then it is obvious that at no time can they hope to 
receive the fair return on their property as required by 
both the common law and statute law.” 


> 


“If greater efficiency on the part of railroads, lower 
salaries to officials, and effecting economics through 
consolidations fail to provide the railroads with ade- 
quate revenue to pay dividends on legitimate values for 
efficient operation, then we believe such revenue should 
be voted by Congress as a dole to stockholders, to be 
obtained by increasing surtaxes rather than by increas- 
ing freight rates on the necessities of life.” 
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Unnecessary Pin Pricks 
of Public Service 


Some of the petty irritations that the transportation 

company can convert into good will by the applica- 

tion of a bit of common sense and an understanding 
of human nature. 


By WALTER JACKSON 


IsITors to Sans Souci palace at 
Potsdam may recall that two 


very narrow stone benches line 
the walls leading to the conference 
room of Frederick the Great. In 
their original state these benches were 
wide and comfortable. A day came 
when the great Frederick found that 
each of his sentries had turned these 
benches into day-beds. Never a word 
said Frederick—but the next day 
found the benches narrowed to their 
present uncomfortable dimensions. 
The working models of these 
benches in wood may be inspected in 
at least one of our palatial railway 
' terminals. 


& is a curious fact that even a grade 
C bus terminal will have uphol- 
stered furniture to make the passen- 
fer forget the tedium of waiting, 
when the latest railroad stations are 
still dotted with correct posture 
benches that say distinctly: 

“Thou shalt not be comfortable.” 


Here and there one finds a railway 
or bus station where the ladies’ room 
has a few rockers and other backbone 
goodies, but hoi polloi is still subject- 
ed to the Spartan regimen which the 
management prescribes for its cus- 
tomers. Even elementary sales psy- 
chology points the way to make the 
customer forget that he is waiting. 
Some day some revolutionist among 
operators is going to extend to his 
waiting patrons the same literary 
courtesies that are found in a barber 
shop, but at the present writing the 
free entertainment vouchsafed by at 
least one leading railroad consists of 
moving advertisements which the 
restless passengers may read as they 
walk or stumble over a fellow-victim’s 
suit case. 


O« would take it for granted that 
the management of a metropoli- 
tan transport system would realize 
that among its riders are many per- 
sons who are either visitors from out 
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of town or natives traveling in unac- 
customed lanes. 

Yet, the manager of a rapid transit 
system once argued, in all seriousness, 
that an illuminated-word destination 
sign was unnecessary, if not an im- 
pertinence, to the intelligence of the 
passengers. “Everybody knows,” he 
observed, “that red and green head 
lamps mean that the train is going to 
999th street, and that blue and yellow 
lamps mean it is going to Buzzards’ 
park.” 

This absurd system is still in effect. 


i is occasionally necessary for the 
owners of department stores to 
post placards asking the public to re- 
frain from this or that. But I have 


yet to see one such sign that uses 


“must.” 
Perhaps, if the people who write 
notices to passengers took the trouble 


to consult a dictionary they would 
find something to take the place of 
that hated “must.” Yet it is as com- 
mon in car signs as are Smiths in 
America and Murphys in Ireland. 
“Passengers must ask for transfer 
on paying fare’; “Passengers must 
place fare in the box themselves.” 
Passengers must this and passengers 
must that ad nauseam. 

The easiest kind of prohibition for 
a street railway to impose ought to 
be something for which the utility is 
not responsible. “No Smoking” signs 
come in this category. It is both easy 
and at the same time truthful to make 
it plain to the riders that the request 
comes from the board of health. 
Street railway and bus operators sure- 
ly have troubles enough without hunt- 
ing for them. Nevertheless, here’s the 
kind of sign that greeted the riding 


guests of a New England street rail- 
way: 
DON’T FORCE US TO PROSECUTE! 


$10 FINE OR 10 DAYS’ JAIL 
FOR SMOKING IN THIS CAR 


This was a wholly gratuitous 
threat. It was the city council and not 
the street railway which passed the 
anti-smoking ordinance. How much 
better to say: 

THE BOARD OF HEALTH 
FORBIDS SMOKING 
IN PUBLIC CONVEYANCES. 
PLEASE REFRAIN 
A= the suburban division of 
one of our great railroads is a 
community which has made a nota- 
ble effort to develop civic pride. A 
number of fine public and private 
buildings have gone up in late years 
near the chief railroad station. One 
result was that the right of way sud- 
denly became valuable for building 
purposes. 

How did the railroad meet the com- 
munity’s growing pride in the better 
appearance of things? By leasing 
land for a lunch wagon directly op- 
posite the beautiful, new building of 
the lighting company! Here was one 
public utility manifesting its civic 
spirit and another flipping a handful 
of mud in its face. 

For a measly rental, this great rail- 
road corporation has incurred the ill 
will of thousands of persons. The 
shoemaker who held on to his shack 
when Yale University wished to ex- 
pand was severely criticized ; but after 
all he was the first comer and sup- 
posedly a benighted foreigner, too. 
The shoemaker has since’ made his 
peace with educational authorities of 
the New Haven institution, but the 
lunch wagon monstrosity is still with 
us. 
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“PERHAPS, if the people who write notices to passengers 
took the trouble to consult a dictionary they would find 
something to take the place of the hated ‘must.’ 


Yet it is 


as common in car signs as are the Smiths in America and 


the Murphys in Ireland.” 


Gee neermerses employees, even 
of the finer kind found on steam 
railroads, show variations in dealings 
with passengers which would indicate 
that the polite or accommodating man 
is actually violating a rule. 
N™ a New York suburb the rail- 
road runs in a deep cut. The 
height between tracks and highway is 
equivalent to climbing a two to three- 
story house. On the outbound side at 
some stations there is not enough 
business to justify a ticket office. 
Board an outbound train without hav- 
ing bought your ticket in advance, 
and it is an even bet that one conduc- 
tor will want to collect 10 cents ex- 
cess while another will ask for exact 
fare only. The conductor who asks 
for the 10 cents excess (subject to re- 
bate) will tell you that according to 
the rules you must buy your ticket in 
advance on the downtown side. 
Never mind about that torturous 
climb up again. 
Just how intelligent is this rule? 
Does it make friends or critics? 
O PERATING men are prone to assert 
that the public “goes up in the 
air” every time there is a delay in rail- 
way service. The public does not go 
into frenzies because of occasional de- 
lays, but rather because it is kept ig- 
norant of what the holdup is all about. 
There must be iron-clad rules prohib- 
iting the trainmen from advising the 
worried customers that it’s just anoth- 


e 


er automobile pitched over the retain- 
ing wall or maybe a broken water 
main flooding the track. 

Kind of foolish, isn’t it, to let the 
public saddle all the blame on the rail- 
road when any number of delays are 
due to causes beyond the control of 


the management! 
TU’ was suggested to a rapid transit 
company by the public service 
commission that it would be feather- 
ing its own nest and doing a public 
good at the same time if it placed cen- 
ter doors in the cars to speed up pas- 
senger interchange. The company did 
not merely demur; it bucked in the 
best Missouri manner. In due time 
it gave in, but with bad grace. The 
rebuilt cars did all that was expected 
of them. Thereupon the general man- 
ager proved by exposure of minutes 
of directors’ meetings that he had 
been for the modernized cars right 
along but that his directors had com- 
pelled him to take an opposing atti- 
tude in response to their own Bour- 
bonism. This company is still paying 
through the nose for its contemptu- 
ous attitude of other years; to say one 
fair word for it means political death. 
F  cctaconimagce was almost unknown 
among electric railways up to 
the World War, except by those cor- 
porations which owned trolley parks. 
When they did begin to advertise it 
was not for more trade but to justify 
the petitions for higher fares to meet 
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higher costs of operation. Naturally 
this was a rather unfavorable way to 
get into the publicity game. 

Because of their ignorance of ad- 
vertising, there was a tendency to fol- 
low slavishly the prescriptions writ- 
ten by professional publicity men who 
knew too little about the problems of 




























1in- 
iter the industry and of the viewpoint of 
Mr. Car Rider. Smart Aleckism re- 
the ceived more attention than plain, 
ail- straight-forward words. 
are A super-priced publicity man, for 
of instance, wrote an advertisement stat- 
ing that the company’s wage roll had 
: increased more than 100 per cent. 
sit This was a white lie. The wage 
= roll had increased 100 per cent be- 
< cause of expansion of the system. 
lic The actual increase was far, far be- 
- low 100 per cent. Furthermore, the 
“—h old and new amounts were given in 
id totals of hundreds of thousands of 
he dollars with an idea, perhaps, of in- 
o” creasing the passenger’s pity for the 
” corporation. 
d The fact is that the most ignorant 
a laborer knew that wages had not in- 
" creased 100 per cent; nor did he care 
. for figures of astronomic size. How 





much more effective and more honor- 
able it would have been to say: 


THE MEN WHO SERVE YOU 
GET ONLY 00¢ AN HOUR NOW 
COMPARED WITH 00¢ IN 1914 

A PENNY MORE FARE FROM YOU 
MEANS 00¢ MORE AN HOUR FOR THEM 


Obviously, this presents the case in 
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a way that comes home to a laborer’s 
understanding and is more likely to 
give him a friendly feeling than when 
the emphasis is placed on the com- 
pany’s woes as a corporation. In 
many quarters, corporations, like fat 
men, have no friends. 


A? a class the electric utilities are 
more commercially minded. 
They began as competitors to gas, and 
nowadays they have so many ways to 
tie in their product with a thousand 
and one applications that they cannot 
fail to have a broader outlook. Yet 
even their feet slip occasionally. 

I saw one of our power concerns, 
for instance, start a new line of ad- 
vertisements that sought to make 
the prospective customer feel a bit 
ashamed of himself for economizing 
on power. 

“Don’t be a miser” said the adver- 
tisement, picturing a none too attrac- 
tive individual in whom the reader 
dislikes to see himself. The man who 
still has enough Caledonianism left in 
him to turn out the lights in idle 
rooms is lectured rather severely. 

I know that some business concerns 
have grown rich on “inferiority com- 
plex” advertising—the makers of hali- 
tosis, B. O., and whatnot. But there 


are too many worthy opportunities 
for the greater use of power to make 
it necessary for the power company 
to scold the customer. 


















Is the Legalistic Mind Qualified for Rate Making? 


To this provocative question, which is of interest not only to 

lawyers but to everyone who is concerned with utility regula- 

tion, Mr. SAMUEL CROWTHER, who was a utility lawyer 

before he became an author, makes some searching and 

pertinent answers—in the coming issue of PuBLIc UTILITIES 
ForRTNIGHTLY. 
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The Power Trust, the Politician, } * 
and the Plunderbund oi 


C 

Part IV Ww 

° er as 

The International Political Entanglements that th 
Are Impeding the St. Lawrence Power Project a 
Radical politicians and government ownership advocates are accusing the m 
utilities of plundering the public—of resorting to corrupt financial practices 
and of bribing public officials, the press, and the schools. On the other ec 


hand, the utilities are accusing the radical politicians of agitating distrust of Ww 
the established American principles of private ownership and of commis- 
sion regulation, for the selfish purpose of making votes for themselves and 


of placing within their reach patronage which they can dispense. The y 
author of this series of articles maintains that the time has come when 
the identity, purposes, and plans of the real plunderbund should be revealed. tc 


The first article, “The Municipal Power Plant Enters the Arena of De- 

bate,” was published in the August 20th number; the second, “The Raids 

of the Radicals on the Private Utilities in the Struggle to Obtain Political 

Jobs for Dispensation,” in the September 3rd number, and the third, “The 

Three Water Witches—Boulder Dam, St. Lawrence, and Muscle Shoals— 
Brew a Political Broth,” in the September 17th number. 


By ERNEST GREENWOOD 








N April 28th in the Year of 
Our Lord 1931, Governor 


Franklin D. Roosevelt signed 
a bill passed by the New York state 


with the proper Canadian authorities 
and apply to the proper agencies, both 
American and Canadian, for the nec- 
essary approval of plans or projects. 


legislature which provided for the The newspapers told us—particu- th 
creation of a Power Authority of larly those advocating government o 
five trustees, to be appointed by the ownership and operation of public 0 
governor with the advice and consent _utilities—that “thus ends a 20-year- F 
of the senate. old controversy.” fi 
The bill directs the Power Author- e 
ity to proceed with the improvement I Do not know of my own knowledge tl 
and development of the international whether the governor. has his a 
rapids section of the St. Lawrence home in Dutchess county wired for F 

river and to codperate with the United electricity or not. If he has not, and 
States. The power is to be generated if he proposes to wait for that modern s 
and sold under contract by the state. convenience until the sovereign state v 
a 


Directions are also given to negotiate 


of New York can deliver electric light 
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and power made in its very own plant 
on the St. Lawrence river, he will con- 
tinue to go to bed by oil lamp or can- 
dle light for a long, long time. 

One of the first obstacles to be over- 
come is the Constitution of the United 
States for which the state of New 
York seems to have about the same 


" regard as that of the brilliant but oft- 


times mistaken Norman Thomas, so- 
cialist candidate for presidency. The 
Constitution does seem to get in the 
way of a lot of worthy projects such 
as world revolutions, dictatorships of 
the proletariat, and the brotherhood 
of man, to say nothing of an orderly 
method of control over those benight- 
ed souls who insist on taking “a little 
wine for thy stomach’s sake.” 


A= 1, § 10, of the venerable 
document is distinctly prohibi- 
tory, reading as follows: 

“No state shall enter into any 
treaty, alliance, or confederation, 
grant letters of marque or reprisal, 
coin money, emit bills of credit, make 
anything but gold and silver coin a 
tender in payment of debts, pass any 
bill of attainder, ex post facto law, or 
law impairing the obligation of con- 
tracts, or grant any title of nobility.” 


It is unfortunate that in addition to 
the prohibition with regard to treaties 
our forefathers had to stick to that 
one about titles of nobility. The new 
Power Authority might have, as its 
first act, commemorated the govern- 
or’s victory over a Republican legisla- 
ture by knighting him, so that here- 
after he could be addressed as “Sir 
Franklin.” 

However, to speak seriously—as- 
suming that anyone can take seriously 
what is so patently an attempt to cre- 
ate a political issue and provide cam- 


paign material for 1932—the lan- 
guage of the Constitution seems to be 
perfectly plain, even though it is the 
fashion to ignore its good, old Colo- 
nial English and interpret it in any 
way which may happen to suit the 
fancy of the individual or of some 
particular group. 

It distinctly says that the individual 
states cannot run around all over the 
lot making deals, contracts, and agree- 
ments with any foreign power. 

Children may be seen but certainly 
should not be heard and when it comes 
to establishing international relation- 
ships the states will always be consid- 
ered as very young nephews of Uncle 
Sam who have not yet learned to talk 
an international language. 


Bae how the Power Authority is 
going to proceed with the im- 
provement and development of the in- 
ternational rapids section of the St. 
Lawrence and also negotiate with the 
proper Canadian authorities, as it has 
been ordered to do by the New York 
state legislature, is a matter of con- 
jecture. 

It may be, of course, that the gov- 
ernor and his hand-picked appointees 
have given some serious thought to 
this matter and fully intend, at the 
proper time, to ask the Federal gov- 
ernment to do their negotiating for 
them at the same time, hoping to re- 
tain for the present state administra- 
tion full credit for initiating the mat- 
ter. On the other hand, they may look 
upon the United States Constitution 
in much the same light as the radical 
socialists, bartenders in speak-easies, 
or those who still insist that this is the 
land of the free and be damned to sal- 
utary laws—something to be brushed 
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aside as an obsolete document or, if 
necessary, torn up. 


HERE is also another little item 

in connection with this matter of 
treaties with foreign powers which is 
entitled to at least passing notice. 

An international waterways com- 
mission was created by the United 
States and Canada in 1905 and report- 
ed periodically until 1913. 

On January 11, 1909, the two coun- 
tries signed a treaty creating the In- 
ternational Joint Commission com- 
posed of six members, equally divided 
between the United States and Can- 
ada, and this commission has juris- 
diction over obstructions in boundary 
waters between the two countries. 

Members of international commis- 
sions, like members of Federal or 
state commissions, have a habit of be- 
ing jealous of their authority and it 
would not surprise me at all if the 
United States members of this Inter- 
national Joint Commission were 
thinking some hard things about the 
New York state legislature, Governor 
Roosevelt, and his new pet toy, the 
Power Authority. This commission 
has held forty-four hearings in six- 
teen states of the United States, and 
in five Canadian provinces in its con- 
sideration of the economic factors 
involved in the St. Lawrence Water- 
way project, and more than 300 wit- 


& 


nesses appeared before it at these 
hearings. It certainly isn’t going to 
throw all of this work into the dis- 
card. 


M Y interpretation of this situation 
is that neither the governor, 
nor the Power Authority, nor the 
whole state legislature en masse can 
so much as throw a stick in the St. 
Lawrence until this commission has 
acted upon their desire to do so, re- 
ported to their respective govern- 
ments, and the matter made the sub- 
ject of a new international treaty be- 
tween Washington and Ottawa. 

Has this been given any considera- 
tion and will it be given any consid- 
eration by Professor James C. Bon- 
bright, Morris Llewellyn Cooke, or 
James P. Walsh, who are gentlemen 
of the Power Authority? 

Erudite as they may be with re- 
gard to power economics, it is quite 
possible that contempt of the Interna- 
tional Joint Commission may have 
the same repercussions as contempt of 
the United States Senate—and folks 
have gone to jail for holding the Unit- 
ed States Senate in contempt and act- 
ing accordingly. In fact it is getting 
so that one hardly dares to argue with 
a Federal census taker or income tax 
department employee without fear of 
spending the night in some local hoos- 
gow, and as for expressing an honest 


Authority, nor the whole state legislature EN MASSE can so 


q “NEITHER the governor of New York, nor the Power 


much as throw a stick in the St. Lawrence until this Inter- 
national Joint Commission has acted upon their desire to 
do so, reported to their respective governments, and the 
matter made the subject of a new international treaty 
between Washington and Ottawa.” 
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opinion of a prohibition officer, that 
is a capital offense, just an expression 
of doubt as to the ultimate success of 
the Five-Year Plan in Russia means 
the cellar, a pistol shot, and burial 
without benefit of clergy. 


Are for the moment, how- 
ever, that the state department 
is willing to pull the political chestnuts 
of the New York state Democratic 
party out of the fire, that the Interna- 
tional Joint Committee is amenable to 
reason and willing to place its rubber 
stamp on the scheme, and the govern- 
ment of Canada says, “O. K. and 
happy landings,” there are some other 
trifling considerations, such as the In- 
terstate Commerce Law, the Interstate 
Commerce Commission, the Federal 
Water Power Commission, and the 
good old War Department with its 
plans for national defense. 


HE St. Lawrence river in addi- 

tion to being an international wa- 
terway is a navigable stream—most of 
the way and part of the time—and the 
Federal law as ground out by Con- 
gress under the authority of that 
same old Constitution says that all 
navigable streams come under the ju- 
risdiction of Congress via the Inter- 
state Commerce Law. 

Just try and build a power plant 
alongside of a stream which has been 
declared navigable (even though it 
may have hardly enough water to float 
a rowboat) before obtaining the con- 
sent of the Federal Water Power 
Commission, as well as approval of 
all plans and see what happens! Start 
to build a bridge over such a stream 
before everybody in the Engineer 
Corps, from the youngest lieutenant 
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to the Major General who happens to 
be Chief of Engineers, has had a crack 
at your application to do so and, 
again, see what happens! They 
wouldn’t hesitate a moment to turn 
out the whole United States Army to 
escort the New York state legislature 
et al to the Albany jail and confine 
the governor to his quarters in the ex- 
ecutive mansion. 


Bees part of the St. Lawrence 
which is within the territory of 
the United States is subject to regu- 
lation by Congress in the interest of 
navigation. This authority comes 
from the Commerce Clause of—(I 
almost hate to mention it again )—the 
Constitution of the United States. It 
is quite complete all by its little self 
and can only be exercised as Congress 
alone, in its infinite wisdom, sees fit. 
The judgment of Congress is final and 
is the law of the land. Its authority 
over navigation permits it to legislate 
as to electric power whenever the 
power which is generated is incidental 
to the main purpose of the Federal 
government’s honest endeavor. The 
Federal government can, therefore, 
generate power from a navigation im- 
provement project as a by-product, 
may select agencies or instrumentali- 
ties to this in its behalf, or may forbid 
any such side shows along the midway 
of its general activities and, what can 
the states do about it? 


HE situation up to this point 

seems to be a bit complicated and 

it is not made any less so by the Cana- 
dian legal situation. 

It seems that the Canadian Consti- 

tution, known as the British North 

America Act, (we really should page 
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WE DOESNT 
KNOW ATHING 
ABOUT WATER- 
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THE PILOTS HE LEFT BEHIND HIM 


A conservative viewpoint of the leaders of the government ownership 
group, as portrayed by the Republican press. 


ex-Mayor Bill Thompson) also has a 
few prohibitions and inhibitions and 
gives the Dominion Government juris- 
diction over all navigable streams for 


navigation purposes. The provinces 
and their provincial governments are 
little better off in this regard than our 
states and their state governments. 
Canals of each province, with the 


lands and water power connected 
therewith, are the property of Canada 
and, what are the provinces going to 
do about it? 

Back in February, 1929, the Cana- 
dian Supreme Court undertook to an- 
swer ten questions with regard to the 
respective rights of the Dominion and 
provincial governments, just as our 
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own Supreme Court of the United 
States undertakes to answer, from 
time to time, questions with regard to 
states rights, but with a difference. 
The Supreme Court of Canada cau- 
tioned the government that its opinion 
was merely advisory and had no more 
effect than the opinions of the law 
officers. In other words, it provided 
for itself a “way out.” 

The answers somewhat resembled 
the opinions of some of our own 
courts—no one now knows, nor can 
anyone safely state, what are the 
rights of the Dominion and the prov- 
inces, respectively, concerning their 
proprietary interest, beneficial owner- 
ship, or legislative control over the 
proposed power developments in the 
international section of the St. Law- 
rence. 

Governor Roosevelt and Professor 
Bonbright, Mr. Cooke, and Mr. 
Walsh, et al., might climb over all ob- 
stacles, even including the reluctance 
of Canada to even talk about St. Law- 
rence river developments—of which 
I will presently write—only to find 
some snooty province horning in and 
appealing to the Privy Council in 
England to put the Dominion Govern- 
ment and the Governor General of 
Canada in their proper places just as 
our own states sometimes appeal to 
the United States Supreme Court to 
put Congress, the President, and the 
whole Federal government in Wash- 
ington in their places. 


Fg that all of these obsta- 
cles can be brushed aside—one 
has to do a lot of assuming when en- 
gaged in any discussion of the St. 
Lawrence project—there are interest- 
ing side-lights of the problems in- 
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volved which will be found in certain 
diplomatic correspondence. Canada 
just seems to be unable to get all 
steamed up over American ideas of 
navigation improvement and electric 
power development and, as we expect 
Canada to chuck in a few hundreds 
of millions into the scheme with the 
same nonchalance shown by a Con- 
gressional Rivers and Harbors Com- 
mittee, it may be necessary to indulge 
in a little high pressure salesmanship. 
It is doubtful if this can be wholly 
intrusted to the members of the Pow- 
er Authority. 


O* April 13, 1927, we wrote a let- 
ter (when I say “we” wrote a 
letter I mean the proper authorities of 
the Federal government wrote a let- 
ter) to the Canadian Government, tell- 
ing it what it was all about and saying 
in diplomatic language that we are 
now ready to talk business. 

The Canadian Government stalled 
saying that it was waiting for the re- 
port of its advisory committee. 

On January 31, 1928, Canada came 
across with a note saying that it had 
received the report of the advisory 
committee and that it agreed the proj- 
ect was feasible. 

Then the Canadian Government 
took all of the joy out of this state- 
ment by saying, in effect, that the ad- 
visability of proceeding with the proj- 
ect depended upon the solution of a 
number of financial and economic dif- 
ficulties and certain engineering fea- 
tures not yet agreed upon. Western 
and eastern Canadian interests are 
now served by two great transcon- 
tinental railway systems and western 
Canada is looking to the early comple- 
tion of the Hudson Bay route to Eu- 
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rope which will shorten transportation 
by a thousand miles. Canadian rates 
are lower than those in the United 
States (perish the thought) and as the 
greater part of Canada’s railway mile- 
age is owned and operated by the 
state (Canada will muss around with 
government ownership and _ opera- 
tion), the St. Lawrence proposals 
present considerations different from 
those confronting the United States. 
The United States would benefit more 
than Canada from the enlarged navi- 
gation facilities both as to use and 
saving. 


| gptsines development is an important 
consideration for Canada. Can- 
ada is opposed to hydro-power export 
and insists that power rendered avail- 
able on the St. Lawrence, whether in 
the wholly Canadian section or the 
Canadian half of the international sec- 
tion, should be utilized in Canada. 
Development of power on the Cana- 
dian side must not exceed the capac- 
ity of the Canadian market to absorb 
it. 

There was a lot more to the Cana- 
dian ideas. 

Attention was called to the particu- 
larly heavy contributions made by 
Canada to the improvement of navi- 
gation of the St. Lawrence waterway. 


7 


The National Advisory Committee 
had recommended that Canada should 
consider providing for the construc- 
tion of the waterway in sections whol- 
ly Canadian and the United States 
should undertake the completion of 
the 27-foot channel to the head of 
the Lakes, and meet the entire cost 
of the development of the inter- 
national section of the St. Lawrence, 
both for navigation and power. 
Canada proposed to seek a solution of 
certain constitutional difficulties con- 
cerning the relations of navigation 
and power as they affect the Dominion 
and certain provinces, and so on. 

It was a marvel of diplomatic cor- 
respondence, although Washington 
got but little nourishment out of it. 
True, Canada suggested that a further 
attempt should be made to reconcile 
conflicting views but the United 
States, replying on March 12, 1928, 
could not find itself in complete agree- 
ment as to relative benefits and ulti- 
mate costs. It was ready to play ball, 
however, and accept the Canadian 
proposals as a basis for negotiation. 
The League of Nations is always ac- 
cepting ideas as a “basis for discus- 
sion.” It brushed aside the expendi- 
ture of its share in the international 
section and Canada in the national 
section as a question of no impor- 


What the Constitution Says About the Authority 
for Making Treaties: 


eration, grant letters of marque or reprisal, coin money, 


q “No state shall enter into any treaty, alliance, or confed- 


emit bills of credit, make anything but gold and silver coin 
a tender in payment of debts, pass any bill of attainder, Ex 
POST FACTO law, or law impairing the obligation of con- 
tracts, or grant any title of nobility.” 
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tance, if there should be a fair divi- 
sion of expense for a deep waterway 
to the ocean. 


O* April 5, 1928, the Canadian 
Government wrote another note 
to the effect that it is an essential fac- 
tor in any plan that the development 
of power to be utilized by Canada 
should not outrun the capacity of the 
Canadian market and thus to meet the 
proportion of the costs of the water- 
way fairly chargeable to power, and 
that the whole Joint Board of Engi- 
neers should consider the development 
of the international section. 


wo notes of the United States 

dated April 7, 1928, and Septem- 
ber 2, 1930, and a Canadian note of 
September 10, 1930, complete the 
diplomatic correspondence to date, 
and leaves the matter up to Canada 
as to the initiation of action looking 
to the appointment of commissions to 
formulate the terms of a treaty. 

It also leaves the whole matter com- 
pletely up in the air. 

It may very well be that Messrs. 
Bonbright, Cooke, and Walsh can 
pick it up at this point, make the Cana- 
dians see the error of their ways, have 
the Power Authority of the state of 
New York supplant the International 
Joint Commission, and turn our past 
treaties and agreements with a most 
friendly neighbor into mere scraps of 
paper. 

I doubt it. They are too concerned 
with social perfection and the design 
of futuristic economic nightmares to 
be highly successful in the internation- 
al game of pussy-wants-a-corner to be 
depended upon to conserve the inter- 
ests of the taxpayers of the United 
States as a whole. 


HIS whole question of Canadian 

sources of water power is an ex- 
tremely delicate one and Canada is 
quite touchy about it. Our neighbor 
to the North knows quite well it is no 
mere coincidence that the world’s 
greatest manufacturing areas are built 
over its fuel beds and that in central 
Canada, particularly in Ontario, 
where the production of consumers’ 
goods is chiefly concentrated, there are 
no workable supplies of coal at all. 
Yet this lack of coal has not impaired 
Canadian development, and the reason 
is not far to seek. In the output of 
electricity the net generation for 
Canada (that is, total production less 
exports) was approximately 1,250 
kilowatt hours per capita in 1927, as 
against 625 for the total output of the 
electric light enterprises of the United 
States. 

Canada is thus apparently the third 
country in the world in rank of elec- 
tric output per inhabitant, being ex- 
ceeded only by Norway and Sweden. 

Canada sets great store upon her 
water powers. They enter into prac- 
tically every phase of her industrial, 
social, and political life. They are vi- 
tal to the further exploitation of her 
mining industry, and the scope and 
conduct of their future development 
are of fundamental importance to the 
immediate progress of the nation. 
Consequently Canadians have every 
reason to be touchy and look slightly 
bilious at any scheme which might in 
any way, no matter how remotely, af- 
fect their available supply of “white 
coal’’—falling water or water running 
down hill. 

Then there is the bothersome ques- 
tion cf available markets which al- 
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How Can the State of New York Carry on 
Diplomatic Relations with Canada? 


us ust how the Power Authority is going to 
proceed with the improvement and de- 
velopment of the international rapids section of 
the St. Lawrence and also negotiate with the 
proper Canadian authorities, as it has been 
ordered to do by the New York state legisla- 
ture, is a matter of conjecture. It may be, of 
course, that the governor and his appointees 
have given some serious thought to this matter 
and fully intend, at the proper time, to ask the 
Federal government to do their negotiating for 


them.” 





ways bobs up when some one sug- 
gests the expenditure of a few hun- 
dred millions on a hydroelectric devel- 
opment. Due almost entirely to the 
preaching of a false doctrine of pow- 
er economics, water power has ob- 
tained a remarkable hold on the popu- 
lar fancy and the advocates of govern- 
ment ownership and operation are 
making the most of it. 

What the public has not understood 
in the past is that justification for the 
development of any particular water 
power does not lie in the waterfall, 
no matter what its size may be and no 
matter how cheaply it can be de- 
veloped. It lies at the other end 
of the transmission line which takes 
its product to the nearest available 
market. It is the cost of market- 
ing which must be -considered by 
the producers of electricity. In those 
markets it must compete with other 
power producing agencies, and the 
New York Power Authority must 
take this fact into consideration 
whether it likes it or not. If the gov- 


ernor and the Power Authority do find 
a way to carry out the dictum of the 
legislature and manage at some time 
in the dim distant future to build a 
hydroelectric plant on the St. Law- 
rence river, what are they going to do 
with it when they have it? 


O' course, I recognize fully that 
any government can go into 
business, and, by wangling its books 
with sufficient skill, compete success- 
fully with any private enterprise and 
make that enterprise look like the 
proverbial thirty-cents just as long as 
the taxpayers act dumb. The only 
question is: 

“How long can it get away with 
it?” 

It seems to me that the market fac- 
tor involved in the governor’s St. 
Lawrence river power project has a 
rather unpleasant resemblance to sug- 
gested markets for power exported 
from eastern Canada which at one 
time were supposed to be hibernating 
somewhere in New England and in 
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New York city and its environs. 
Enormous hydraulic developments by 
the New England Power Association 
in New England and the operating re- 
sults now being attained in the larger 
and new steam plants of New York 
city give those markets for “white 
coal’ mined in the St. Lawrence a dis- 
tinctly anemic appearance, and mean- 
while a new factor in the shape of 
cheap natural gas has arisen to most 
thoroughly bedevil the entire water 
power situation in New York state. 


_ get back to the Federal-state 
muddle created by the state pro- 
posals, there has been no final legisla- 
tion on the part of the United States 
respecting the St. Lawrence and, for 
the moment, there is none on the hori- 
zon. A lot of state legislatures have 
memorialized Congress, but Congress 
is used to being memorialized by all 
sorts of official and unofficial organi- 
zations and looks upon these outpour- 
ings as all part of the day’s work 
for congressional wastebaskets. The 
former position of New York was de- 
clared by a legislative resolution dis- 
approving the St. Lawrence Ship 
Canal project its collective voice being 
raised in loud protest that if there was 
to be any navigation development it 
favored the all American route—that 
is, through New York state. It didn’t 
get anywhere. 

The present position of New York 
state is shown by a legislative memo- 
rial to Congress dated February 9, 
1931, requesting that the Federal gov- 
ernment proceed to construct the dam 
and navigation works and reserve to 
New York the power rights. The 
state, however, has not as yet taken 
advantage of the kind offer of the 


Federal government embodied in a 
Rivers and Harbors Act approved 
July 3, 1930, authorizing the Secre- 
tary of War to accept from New York 
the Erie and Oswego canals as barge 
canals only, “and not as or with any 
intention to make them ship canals, 
or to hinder or delay the improvement 
of the St. Lawrence Waterway as a 
seaway from the Great Lakes to the 
ocean.” 


HE St. Lawrence Power Develop- 

ment Commission of New York 
state on March 2, 1931, submitted its 
report to the governor. The majority 
favored the generating of St. Law- 
rence power by the state and its sale 
to and transmission by private agen- 
cies. State transmission is favored 
only as a last resort. 


S Bey to wind up this epic of the 
St. Lawrence river logically, it 
would seem that there is a very decid- 
ed division of Canadian opinion con- 
cerning both the necessity and advisa- 
bility of the proposed navigation im- 
provement. 

Roughly, the province of Quebec 
takes the negative and the interior 
provinces the affirmative position. 

There are Canadian differences as 
to power development. But any de- 
velopment on the St. Lawrence which 
does not include improvement to navi- 
gation takes the production of hydro- 
electric power out of the field of a 
by-product and makes it the major 
consideration. Is a power project, 
traveling alone, economically sound 
from the standpoint of the capital re- 
quired, the power to be developed, its 
geographical relation to possible mar- 
kets, and the possible markets them- 
selves? 
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In this connection certain para- 
graphs in the 23rd Annual Report of 
the Hydro-Electric Power Commis- 
sion of Ontario, recently published, 
are of more than passing interest: 


“For more than ten years the problem 
of the development of the St. Lawrence 
river for navigation and power has been 
the subject of special investigation and 
effort by the two Federal governments 
concerned, but as yet no plan of develop- 
ment has been finally determined upon 
and, consequently, the commission has 
never received sufficient authority to enable 
it to proceed with the development of 
Ontario’s share of the St. Lawrence river 
power. Moreover, the commission had to 
reckon with the fact that the evidence of 
engineers has been that from five to eight 
years would be required to complete such 
a development as the St. Lawrence. Con- 
sequently, even were the St. Lawrence de- 
velopment commenced, constructional work 
and preliminaries incident thereto might 
occupy up to eight years before the Hydro- 
Electric Power Commission could reason- 
ably hope to obtain its full share of St. 
Lawrence power, and, therefore, no hope for 
an early supply of power from this source 
could be entertained. Confronted 
with such circumstances and restrictions— 
the (Hydro) Commission believed that the 
best means of providing adequate power 
supplies for the immediate future consisted 
in purchasing power in large blocks at the 
best prices possible. These pro- 
visions for power, together with the output 
of the commission’s existing generating 
plants, will aggregate in all some 2,000,000 
horsepower by 1937.” 


The ultimate decision of the United 
States can be determined only by the 
final action of Congress, unless it is 
assumed that agreements of private 
persons or corporations satisfactory to 
the executive officers of the two gov- 
ernments, both as to navigation and 
power, receive the approval of the In- 
ternational Joint Commission, and al- 
so, perhaps, of the Federal Power 
Commission and authorities of the 
state of New York and of Quebec. 


The next step in regular order 
would seem to be the formulation of 
a treaty or convention, followed by 
proper ratification. In the United 
States the ratification or rejection of 
such an instrument would be by the 
United States Senate. After the 


treaty became effective there would 
still remain the financial and other 
necessary arrangements before any 
work was actually done on the physical 
aspects of the project.’ 


| really seems as though the gov- 
ernor will just have to wait for 
quite some time before he can enjoy 
domestic light and power in his Dutch- 
ess county home, wired straight to him 
from the state plant on the St. Law- 
rence. He may have thought of all 
of these things and have a way out of 
them in the back of his head. Hold- 
ing him in high regard I would hate 
to think that he has been bitten by a 
presidential bee which is some sort of 
a cross between those annoying pests, 
the summer soap box orator and the 
tsetse fly of political ambition which 
often lulls to sleep the most astute of 
statesmen.? 
It’s a great life. 


1 AutHor’s Nore: Since the above was 
written Governor Roosevelt has written a 
letter of inquiry to President Hoover con- 
cerning alleged negotiations with the govern- 
ment of Canada with regard to the St. Law- 
rence river project. We are told by the 
New York Times of August 18th that Mr. 
William R. Castle, Jr., acting secretary of 
state, has replied to this letter by direction 
of the President, saying: “All that it is pos- 
sible to say now is that no negotiations of 
any kind are going on. It is obvious that 
when the time comes the interest of New 
York state will not be neglected.” 


In the next instalment of this series of articles Mr. GREENWoop will 

tell how Uncle Sam’s war baby, the Muscle Shoals nitrate plant, was 

gradually altered from its original purpose into a power development 

scheme, and was “put to work for the making of political thunder.” 
The next instalment will appear October 29th. 
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OUT OF 
THE MAIL BAG 


An Example of the Logic of 
the Socialist 


I your issue of August 6th our socialist 
friend Charles Edward Russell appears to 
have given the epitome of both the socialist’s 
indictment of our awful present system and 
the cure for society’s ills. The indictment is 
“making goods for profit instead of for use.” 
This results in more being produced than the 
workers (the receivers of wages and in- 
comes) can purchase back. The cure is to 
raise wages (and presumably increase in- 
comes) ‘ ‘to increase the purchasing power of 
the masses” so that the people can buy back 
what they produce, including the “superfiu- 
ity.” 

What Comrade Russell fails to realize is 
that he is proposing to lift himself by his 
own bootstraps. For “costs” are “wages,” 
and to increase the latter but means to ad- 
vance the former. Interest itself is a form 
of wages, for it is the paying back in install- 
ments the original investment. As for “prof- 
its,” it is but another name for wages, the 
wages of the entrepreneur, he who risks loss 
of both capital and return (wages) to himself 
in order to assume a business undertaking. 

As for reproduction cost instead of origi- 
nal cost being used as the rate base, we have 
none other than the late William Jennings 
Bryan to thank for that, for it was his mas- 
terful presentation of how the people would 
be wronged if original cost were accepted that 
persuaded the United States Supreme Court 
to adopt the rule which has ever since been 
applied—the Smyth v. Ames Case. It is true 
that economic advantage has changed so that 
the owner and not the ratepayer has had the 
advantage for the last dozen years, but the 
lines are again re-crossing, as Mr. Russell 
himself points out, and the ratepayer will 
soon have the better of the bargain. 

Of course, it is a welcome bit of news to 
know just what one thing brought about the 
stock market crash. That criminally minded 
Massachusetts utility commission that kicked 
the first brick and thus made them all topple 
over should not be left at large! 

Comrade Russell is right; this is the rich- 
est of all nations, and it might be added 
about the oldest, and it is here that the work- 
ing man has attained the highest standard of 


living. Also, it is here that his boy and mine 
(if he has not too much perverted his mind 
with unworkable schemes) has the opportu- 
nity of getting somewhere; yes, of reaching 
the top, as witness the Quaker orphan who 
now resides in the White House, and the 
heads of most of our corporations, large and 
small, including the various constituent mem- 
bers of the “power trust.” 

No, this system is not lame, or impotent, 
nor does it have a broken back, but, on the 
contrary, it is a very lusty infant with many 
years of usefulness ahead. It will continue thus 
as long as it does not follow false lights or 
stoop to listen to the voices of false prophets. 

Socialism spells slavery. Let us not be de- 
luded by it. 

—Roy RusseLt WATERBURY, 
Washington, D. C. 


The Effect of Governor Roose- 
velt’s Policies on Utility 
Securities in New York 


Y= issue of June 25th, under the title 


“How Will New York’s Progressive 
Proposals Affect the Investor?”, with the 
sub-title “A fair question to Governor Roose- 
velt—and a frank answer,” prints a question 
addressed to Governor Roosevelt and his 


reply. 

Although the governor doubtless intended 
to make his position clear, we do not believe 
that the implications of his reply are clearly 
understood. If they are apprehended, the 
reply is anything but reassuring to investors 
in public utility securities of New York state 
companies. 

The governor starts off by saying that the 
difference between investment in securities 
and investment in corporate property must 
be appreciated, and that no public official 
could attempt to assure those who purchase 
securities in the market that their investment 
in such securities will be “protected.” 

Of course, no one has ever claimed that it 
was a duty of government to maintain mar- 
ket prices of securities; nor can there be 
found any honest public utility financial 
managers who desire that regulatory authori- 
ties shall approve rates sufficient to pay high 
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returns on values beyond anything that can 
be justified in fact or law. But the rest of 
the governor’s reply makes it very clear that 
he proposes to determine for himself what 
constitutes a fair value for public utility 
property and would use the threat of gov- 
ernment ownership to force acceptance of his 
theory by all public utilities, even though they 
have a right to rely on a wholly different 
theory of “fair value” supported by the de- 
cisions of the highest courts in the land. 

What the governor says in effect is that 
any public utility which seeks a return on 
more than “the prudent unimpaired invest- 
ment” in its property is seeking profit to 
which it—and, of course, the investors in its 
securities—have no right. 

By “prudent unimpaired investment,” a 
term which he repeats five times in his brief 
reply, he unquestionably means what sup- 
porters of the “prudent investment” theory 
always mean, namely, the number of dollars 
wisely and necessarily put into the construc- 
tion of the property and the organization 
necessary to operate it, at the time such dol- 
lars were actually expended and without re- 
gard to what it would be necessary to expend 
to construct the same property today. In 
other words, investors in public utility enter- 
prises are to be deprived of their constitu- 
tional right, supported by the decisions of the 
United States Supreme Court, to share in 
appreciation of the value of their property 
due to a change in the standard of value. 

The governor says that the public utilities 
in relying upon reproduction cost as an im- 
portant, and as a matter of economic logic, 
as well as law, the most important, element 
in value, are seeking for more than a fair re- 
turn. “They have sown the wind,” he says, 
“they may reap the whirlwind.” 

The utilities have done no more than to fol- 
low the sound business practice of capitaliz- 
ing the present value of their properties and 
endeavoring to earn the return thereon to 
which they are entitled. Their investment in 
property, like all other investments, is meas- 
ured by the number of dollars that would be 
necessary to reproduce it, not by the number 
of dollars that might have gone into the same 
property ten or twenty years ago. They are 
committing no crime against the public inter- 
est by insisting on their constitutional right; 
nor is there any way bv which consumers 
could obtain the use of the facilities neces- 
sary to render the service which they now 
enjoy more cheaply than by an investment in 
property at present prices,—unless, indeed, 
the property is confiscated by government au- 
thority and taken from its present owners at 
less than its actual value, to be devoted to the 
public service. Against such confiscation 
utility managers are justified in fighting, and 
will continue to fight as long as the courts 
are open to them. 

As a matter of fact, however, the issue be- 
tween “prudent investment” and “reproduc- 


tion cost” is rapidly becoming an academic 
one as the course of time and price levels 
brings the two values closer together. The 
“theoretical values based upon inflated prices 
due to war conditions,” which the governor 
characterizes as an improper basis for deal- 
ing with utilities, no longer are of material 
moment in any rate controversy. But, wheth- 
er the change in price level which has brought 
close together “prudent investment” and “re- 
production” costs is temporary or permanent, 
it is of more than academic interest when 
the governor of the greatest state in the Un- 
ion announces publicly that any utility man- 
agement which endeavors to obtain for its 
investors the return to which they have a 
right by both law and economics is “unfair” 
and that he proposes by the threat of govern- 
ment ownership, if necessary, to defeat their 
purpose to maintain such a right. 

A pronouncement of this sort brings to 
mind a very similar attack on the preroga- 
tives of the courts by the governor’s great 
Progressive namesake, whose proposal for 
“the recall of judicial decisions” was decisive- 
ly rejected in the campaign of 1912. 

—Henry C. Hassrouck, 
New York City. 


Utility “Melon Gardens” and 
Watered Political Stocks 


I AM one of the tolerant, patient, and “dumb” 
representatives of the public about whom 
Mr. Charles E. Russell has so much that is 
amusing to say in Pusiic Utirities Fort- 
NIGHTLY for August 6, 1931. 

But I agree with Mr. Russell when he 
states that the “melon gardens” cultivated by 
the utilities now seem to lack fertilizer; a 
fact which he states “soon or late it must 
be apparent to all.” But does it occur to 
Mr. Russell that the expense incurred by the 
public in paying the salaries “of these utility, 
public service, and commerce commissions,” 
developed because of “the increase in general 
knowledge,” might in itself be considered 
more or less of a melon? 

And do such salaried positions and the 
accompanying ability to increase costs all 
along the line savor, somewhat, of “watered 
political stocks?” 

I can agree, too, with Mr. Russell when he 
says that various state and Federal commis- 
sions did not result from the poisonous plot- 
tings of the Soviet, but I disagree with his 
conclusion that “they resulted solely from the 
abuses of over-capitalization that had become 
intolerable, and from the tardy recognition 
of the fact that the public invariably pays for 
the melon, not once but many times daily.” 

The cost of political activities as the - 
ist today is becoming a trifle intolerable. 

—Wiuuam E. RichMonpD 
San Diego, California. 
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What Others Think 





Does the Extension of Utility Regulation 
Augur an American Mussolini? 


HE repercussions from the volun- 

tary proposal made a few weeks 
ago by leaders of the bituminous coal 
industry to submit to regulation as a 
public utility are still being heard 
throughout the land. The discussion 
has now widened from the daily press 
to the weekly and monthly periodicals 
and, by the same token, it has become 
more abstract and philosophical and 
less concerned with the particular mis- 
fortunes of particular soft coal opera- 
tors in Pennsylvania. 

The scholarly Catholic weekly, The 
Commonweal, usually concerned only 
with the more academic phases of polit- 
ical economy, has been moved in this 
instance to question the efficacy of price- 
fixing regulation as a cure-all for eco- 
nomic ills. While this is in line with the 
traditionally conservative attitude of the 
Roman Church, back of its plausible 
arguments that industrial price fixing 
cannot be successful if practiced piece- 
meal and cannot be practiced universal- 
ly without a system of economic dicta- 
torship such as Mussolini Fascism, 
there seems to lurk the fear that, once 
well started on the road towards social 
control of industry, Fascism would be 
but a brief prelude to Communism. 
Needless to say, Communism has al- 
ways been anathema to the Bishop of 
Rome. 

The editorial states: 


_“Price fixing and a comprehensive and 
rigid scheme of economic determinism have 
never been successful in the past except un- 
der conditions of inhuman despotism, so 
that they offer little hope in the present, 
in spite of the claims made for Mussolini 
Fascism on the one hand arid the 5-year 
plan on the other. But because politics in 
the United States achieves only a very 
dubious degree of success, we would not 


think of abolishing our existing institutions 
of government and resorting to anarchism. 
Yet practically pure anarchism does exist 
in the economic order. Any amelioration of 
present unemployment, such as the 5-day 
week, can be successful only if equally ap- 
plied to all competing plants. The spreading 
out of work to be done which would result 
from a 5-day week, the increase in purchas- 
ing through the diffusion of the purchasing 
power which would redound to the advan- 
tage of the whole economic machine, could 
reasonably be achieved only in concert, and 
it is difficult to see how—without a political 
dictatorship of industry, which would be 
inexpert—other than by some respected and 
effective council of business men, concerted 
and co6perative steps are to be taken.” 


ee editors of The Commonweal 
appear to think that only a nation- 
wide, concerted move by American 
business leaders with an obedient and 
well disciplined organization can pre- 
serve the prosperity of our individual- 
istic capitalistic system of economy. 
There is an intimation that the United 
States Chamber of Commerce could be 
a good nucleus for such an organiza- 
tion. Meantime the isolated efforts of 
individual leaders or officials are likely 
to do more harm than good. The edi- 
torial finds that the current charges that 
American business lacks leadership are 
unfair. It states: 


“This charge, when it has been made un- 
conditionally, has been unfair. Many busi- 
ness leaders have done their level best and 
have set a standard for social-mindedness. 

“Desires, however, have been hamstrung 
by necessities. It is still a competitive or- 
der in which we live, and an employer who 
supported his employees on a scale where 
everyone had a car in the garage and a 
chicken in the pot, as hopefully envisaged 
by Mr. Hoover, while rival employers did 
considerably less than this, would be not 
a philanthropist but a fool. Not only would 
dividends, capital resources, plant, and man- 
agement suffer, but soon la’ would find 
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that bankruptcy was for it, as well as for 
others, a vital disaster. Mr. Farrell of 
United States Steel, in a lonely attempt 
against disastrous competitive practices, in 
his now famous speech said some pointed 
things about selling for less than cost. But 
true as they were, and much as his asso- 
ciates might concur with him, there was no 
effective means for arriving at an agree- 
ment on the situation. The governor of 
Oklahoma’s closing by edict, with the aid of 
the militia, oil wells in his state which were 
operating at a loss, is another lonely gesture 
which, in this instance, probably, will starve 
the producers in his state and benefit the 
companies in neighoring states.” 


Whatever may be said of govern- 
ment regulation and price fixing in oth- 
er fields, its success in the field of gas, 


electric, telephone, and other usual pub- 
lic services seems to be well demon- 
strated by the hundreds of thousands 
of dollars saved to consumers every 
year through commission-supervised 
rate reductions while utility securities 
still enjoy gilt-edged reputations. Oth- 
er industries might well contemplate the 
soundness of utility securities as com- 
pared with their own before deciding 
that state regulation as at present con- 
ducted is the wrong way out of their 
present troubles. 


+ * ‘cee New York. August 19, 





A State Commission Makes a Unique Survey 
of the Motor Carrier Industry 


HE Michigan Public Utilities Com- 
mission has recently reported on 
the result of an investigation made by 
it of the conditions of the motor car- 
rier industry in that state—a task 
which no commission had ever under- 
taken before. The year 1929 was 
selected because that was the most re- 
cent entire year for which the neces- 
sary data were available. 
Early in 1930 the commission issued 
a general order bringing on an inves- 
tigation of both the passenger and 
freight business which has now been 
completed. The commission points out 
that the facts gathered, while not abso- 
lutely complete, are substantially so. 
Certainly the facts are interesting. 
They indicate the size and the financial 
results of motor vehicle carrier opera- 
tion. 
For example: 


HE number of miles of routes 
traveled by passenger vehicles 
was 7,159; number of passengers car- 
ried, 29,543,633; passenger revenue, 
$8,447,535.01; other revenue, $285,- 
284.27; operating expenses, $7,620,- 
914.63; other expenses, $658,579.02. 
There were 20 terminals owned by 


motor vehicle operators in Michigan 
and 164 leased. The terminal invest- 
ment was $509,121.05; equipment in- 
vestment, $3,673,577.71. 

There were 559 vehicles operating 
under permit and 46 without permit. 
The total permit fees paid to the state 
amounted to $110,982.90. The number 
of drivers employed in the passenger 
business was 775 and the number of 
other employees was 635. 


Prycrmnpe on the number of pas- 
sengers carried in connection with 
the total passenger revenue, the com- 
mission says that the rail rates of 3.6 
cents per mile were in the main adhered 
to by the motor vehicle carriers as in 
terms of cents per mile, the passenger 
revenue was approximately 3.5 cents. 
In some instances, however, rates were 
as low as 2 cents per mile and in others 
as high as 7 cents; but the deviation 
from the rail rates was the exception 
and not the rule. 


4 commission came to the con- 
clusion, after an examination of 
the revenues from all sources and the 
aggregate expenses, that the net gain to 
the operators did not show that there 
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had been any excessive net profit. Some 
of the carriers had undoubtedly made a 
substantial margin of profit, some lit- 
tle or no profit, and some had possi- 
bly suffered a loss. A point brought 
out by the commission is that in most 
cases the small operators, both passen- 
ger and freight, charged nothing for 
their own time or services when they 
were working as drivers of the vehicles 
and did not consider that their own 
supervision for work should be classi- 
fied as an operating expense. 

The commission was able to get very 
little satisfactory information as to the 
cost of operation per mile; but those 
operators who did give the desired in- 
formation showed passenger operating 
costs ranging from 11.6 cents per mile 
to 32.6 per mile. The freight carriers’ 
cost per mile ranged from 13.5 cents 
to 38.25 cents. Because of insufficient 


information the commission was un- 
able to assign a reason for the wide dif- 
ference in cost of operation. 


2. tabulated figures for the gen- 


eral results of motor truck opera- 
tion for 1929 are as follows: 


Number of permits outstand- 


Tons of freight handled 

Freight revenue 

Other revenue 

Operating expenses 

Other expenses 

Number of terminals owned 

Number of terminals leased. . 

Terminal investment 

Equipment investment 

Number of vehicles under 
permit 

Number of vehicles not under 
permit 188 

Total permit fees paid $70,589.78 

Number of drivers employed 721 

Number of other employees . 508 


HE volume of freight handled 

during 1929 of 792,539 tons, re- 
duced to terms of 50 tons steam car- 
rier cars, amounted to approximately 
15,800 carloads. The average revenue 
per ton was $5.77 which would mean, 
says the commission, an average rate 
of 28} cents per hundred pounds. All 
operators file some form of tariff and 


the majority of them have real rates as 
their basis. 

One interesting feature of the freight 
statistics is that the revenues derived 
from the entire state operations were 
less than the expenses. The operating 
deficits, to be specific, amounted to 
$32,841.01. When other revenues and 
expenses were considered, however, 
there was a net gain in the results of 
operation of $145,463.78. The commis- 
sion declares that this shows the indus- 
try did not make any excessive profit 
and that it is doubtful if there was a 
reasonable profit made even from all 
sources when it is considered that most 
of the carriers do not provide for re- 
serves as do most public utilities. The 
operation of any kind of transportation 
business at a reasonable profit appears 
to be a difficult matter. 


AS might well be expected in a new 
industry and especially in the case 
of one operating under such varied 
conditions as transportation by motor 
car, the practice with reference to the 
handling of depreciation is unsettled. 
The commission said: 


“One of the most significant subjects of 
comment is the item of depreciation on 
rolling equipment. Few operators appar- 
ently disregarded this all important mat- 
ter. The majority of carriers of this class 
considered depreciation, but in different 
manners and forms. Some of them charged 
out depreciation in terms of cents per mile 
of operation. Those employing this method 
used either 2 cents, 24 cents, or 3 cents per 
mile. Other carriers charged out deprecia- 
tion in terms of percentage or on an annual 
basis. The percentage figure ranged from 
10 per cent per annum to 33% per cent per 
annum, with the majority using the figure 
of 25 per cent, apparently basing their de- 
preciation on the estimated average life of 
the bus in question, that is four years. 

“The bus owners and operators in charg- 
ing out depreciation seemed to be actuated 
by the following: either their own esti- 
mates ; the statement of income tax officials ; 
the opinions of those who sold them the 
equipment; or by their observations depend- 
ing upon the actual established results. In 
many instances the commission could not 
tell what was the controlling factor.” 


In some few instances the operators 
of both passenger and freight vehicles 
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failed to charge out anything for depre- 
ciation. 


| ey ope all of the carriers are 
in favor of the adoption of a uni- 
form system of accounting. The in- 
vestigation showed that the industry is 
badly in need of this reform. The 
commission is now at work on the 
preparation of such a system. The 
commission said: 


“There is no question but that the lack 
of a uniform system of accounting has 
been one of the greatest handicaps of the 
common carrier motor bus and truck in- 
dustry. Due partly to the absence of proper 
accounting the greater part of said indus- 
try has not realized its true condition, 
speaking from a financial standpoint, and 
without this knowledge no public utility or 
group of public utilities can realize its own 
needs and anticipate and meet the demands 
necessary for it to render proper service. 

“The commission feels that the applica- 
tion of and the adherence to a uniform sys- 
tem of accounting applicable to all said 
common carrier bus operators will be a 
great factor in stabilizing the industry 
and enabling them to better know what is 
their need with respect to rendering proper 
service to the public.” 


HATEVER ground there may be for 

the regulation of the rates of 
motor vehicle carriers, monopoly is not 
one of them. The examination by the 
commission showed that the operators 
were subjected to considerable compe- 
tition. This comes from several 
sources; unlicensed interstate opera- 
tors, taxicabs, haulers of government 
mail, and in some instances (particu- 
larly in large industrial centers), from 
the drivers of privately owned auto- 
mobiles. The commission said there 
was much less competition of this kind 
than there formerly was, but was of 
the opinion that there is still a sufficient 
amount of unlicensed operations ma- 
terially to affect the revenues of some 
of the carriers. 

Competition in the motor truck 
freight business is of two kinds: li- 
censed and unlicensed. 

In some instances there have been 
several operators permitted to do busi- 
ness over the same route and between 
the terminals with practically identical 


rates in effect. The result has been 
keen competition to secure business, and 
this has forced some operators to lower 
rates in order to retain business that 
they had enjoyed for some time. The 
commission was of the opinion that this 
continued competition would result in 
unsatisfactory service to the public and 
in the unstabilizing of the industry. 


uT unlicensed motor truck compe- 

tition was the source of most of 
the complaints. This is by so-called 
“contract carriers.” A contract carrier 
is one which, as the name indicates, 
transports by special contract and does 
not hold itself out to carry generally for 
the public. The commission says that 
these are the reasons why a contract 
carrier can underbid the ordinary motor 
truck carrier: 


“1. The common carrier has to operate 
between fixed termini and over a fixed 
route, while the contract carrier may go 
over rd route and to any point. 

“2. The common carrier freight permit 
holder, in the majority of instances, must 
maintain terminals. The contract carrier 
does not usually do this, but generally 
operates from one loading dock to another. 

“3. The contract carrier usually takes 
full pay loads of the freight that he knows 
is desirable to handle, while the common 
carrier operator is compelled to take all 
that is offered to him and that his tariff 
covers. 

“4. The common carrier is required by 
law to carry insurance or provide bonds 
for the protection of the shipper, the cost 
of which is a large factor in his operating 
expense. The contact carrier is not re- 
quired to carry insurance on his load and 
is, therefore, spared this large expense. 

“5. The common carrier must pay a per- 
mit or privilege fee which is a consider- 
able factor in his operating expenses, 
whereas the contract carrier is not required 
to pay this.” 

The commission believes that the 
motor truck carrier is so handicapped 
that he cannot at the present time suc- 
cessfully compete with a contract car- 
rier. The present tendency seems to be 
toward a reduction in the number of 
regular motor truck carriers and an in- 
crease in the number of contract car- 
riers. As a consequence, the commis- 
sion thinks that there will be waged a 
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virtually guerrilla warfare which cannot 
help but injure both classes of carriers 
and result in unreliable and unregulated 
public service. 


ost of the complaints against rates 
were based upon alleged dis- 
crimination as between different towns 
and cities, which has now been mostly 
removed. The commission found that 
there was little uniformity in the rate 
schedules and that there were a con- 
siderable number of reduced rates and 
a quite general use of commutation 
tickets. Because of this lack of uni- 
form charges the commission was asked 
to establish a reasonable maximum 
basis of fares of statewide application. 
Uniform charges are always popular 
and desirable where they can be estab- 
lished but the commission was of the 
opinion that this would be well nigh im- 
possible in the case of the motor car- 
rier industry. It gave the following 
reasons for its belief: 


“1. The carriers operate on different 
kinds of highway. Some routes are hard- 
surfaced throughout; others partially hard- 
surfaced and partially gravel; while some 
are entirely gravel and dirt. Also, some op- 
erators are forced to maintain snow plow 
equipment while others are not. 

“2. The equipment of these carriers 
greatly differs in type, size, and kind. Some 
of these utilize between the larger cities 
busses with a seating capacity of thirty-nine. 
Others find that 2l-passenger busses are 
sufficient for their needs. Still others have 
equipment of both sizes, the kind employed 
depending upon traffic demands, while some 
use sedans or very small busses. 

“3. There is a wide divergence in traffic 
density. Some carriers by the large vol- 
ume of traffic are forced to have terminals 
of considerable size and maintain sched- 
ules that call for operations on an hourly 
basis, or even less, while others have few 
or no terminals and adhere to schedules 
that represent only 2 or 3 round trips daily, 
and still others can meet their traffic de- 
a by operating only once or twice each 

ay. 


The commission said that the cost of 
operation would be affected very ma- 
terially by the different conditions men- 
tioned, and that without uniform oper- 
ating costs there could not be a state- 
wide uniform basis of rates that would 


not be prejudicial and discriminatory as 
between carriers and that would not 
be vulnerable against the charge that it 
was confiscatory. 


gs HE introduction of interline tickets 
; seems to be an important problem 
in the motor passenger carrier business. 
Most operators in Michigan appear to 
be in favor of it. The traveling pub- 
lic would no doubt be better served by 
their use. A statewide arrangement, 
however, seems at the present time to 
be impractical, in the opinion of the 
commission, for the following reasons: 

“1. Some of the smaller operators do not 
have tickets and have at present no termi- 
nals or office facilities for handling the nec- 
essary accounting involved. 

“2. The inability of carriers to make a 
satisfactory arrangement with other car- 
riers which would assure all of said car- 
riers participating in the sale of interline 
tickets a return of the proper proportion of 
the proceeds derived from the sale of said 


tickets.” 


The commission said it would like to 
see the industry at the earliest possible 
time so unified that it would at its own 
motion and accord put in effect the uni- 
versal application of the use of inter- 
line tickets. The commission left the 
question open for consideration and 
possible action at a later date. 


"a desirability of the establish- 
ment of through rates is one of 
the rate-making problems of motor 
truck transportation. The majority of 
witnesses who testified at the commis- 
sion hearings were in favor of through 
rates but questioned their practicability 
because of the fact that some of the 
operators did not have an accounting 
force to handle the details of a busi- 
ness of this character which requires 
remittances. The limited financial re- 
sponsibility of an appreciable number 
of the operators was mentioned as an- 
other stumbling block to success of a 
system of through rates. The commis- 
sion admitted the validity of the objec- 
tions but felt that the carriers should, 
whenever possible, establish through 
rates. In its opinion the shipping pub- 
lic is entitled to these rates and should 
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have the right to expect that their ship- 
ments shall be handled on a reasonable 
through-rate basis. 

The commission, as well as the opera- 
tors and shippers, were in favor of a 
uniform classification of rates. But the 
commission declared it to be incum- 
bent upon the industry to proceed to 
work out, based upon the eight years 
of its experience, such a classification 
as would more properly meet the re- 
quirements and demands of the indus- 
try and those whom it serves. The com- 
mission also recommended a uniform 
bill of lading without the necessity of a 
formal order to that effect. 


heey bus equipment is a matter 
of great importance to the pub- 
lic. The industry is too new to enable 
the operators or the commission to 
know what the demands and needs of 
the public with respect to this property 
will be. The commission in its report 


advocated more standardization of roll- 
ing equipment. The constant changing 
of equipment will, in its opinion, result 


in loss which must be reflected in fares. 
In other words, it is a burden on the 
traveling public. The commission be- 
lieves that the purchase of equipment 
on deferred payment extending over 
long periods of time causes in many 
instances high and excessive invest- 
ments. The commission also feels that 
joint terminal facilities should be used 
whenever possible to cut down terminal 
investment and expense and cause less 
congestion of traffic. Lack of such 
facilities is natural enough in a new in- 
dustry. 


oo to its need for additional 
inspectors, the commission gives 
some interesting figures in respect to 
its own revenues and expenses, and the 
proportion supplied by the motor car- 
riers. ; 

The report showed that the total rev- 
enue which the state of Michigan 
through the Michigan Public Utilities 
Commission derived from all public 
utility sources for the year 1929 was 
approximately $261,000. The operat- 
ing budget of the commission for the 


same year was about $115,000. The 
bus operators paid as a privileged fee 
to the state through the commission 
during the same year the sum of $110,- 
982.90. The commission points out 
that these figures show not only that 
the commission more than doubly paid 
its way during 1929 in terms of reve- 
nue over expenses, but that the bus 
operators alone paid the state 35 per 
cent of the total revenues of the com- 
mission. For this they received but 
little protection and part time services 
of three or four inspectors. The pub- 
lic says the commission suffered from 
this inspection perhaps even more than 
the operators. 


ee is always an important 
subject. The different kinds of 
tax paid by motor carrier operators in 
Michigan are as follows; gasoline tax, 
property tax, and privilege tax or per- 
mit fee. Some of the companies in ad- 
dition are required to pay a municipal 
ordinance tax, the state corporation tax, 
and the Federal income tax. The com- 
mission gives the tax statement of the 
Southern Michigan Transportation 
Company, bus division, in 1929 as 
typical. It was as follows: 


Gasoline 
Licenses 
Property 
Privilege 


The privilege tax seems to be ap- 
proximately 20 per cent of the total. 
On this point the commission made no 
comment ; it said that this was a ques- 
tion for the consideration of the legis- 
lature. 

The tax statement of the same com- 
pany for its truck division for 1929 
was as follows: 

SOUTHERN MICHIGAN TRANSPORTATION 


COMPANY, TRUCK DIVISION, 
TAXES PAID, 1929 
Gasoline $4,598.08 
santo yy 
roperty , 
Privilege 1,214.21 
$17,952.39 
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IKE other state regulatory bodies 

the Michigan commission deplores 

the lack of regulation of interstate 

motor bus business. Upon this subject 
the commission says: 


“More complaints from all sources have 

come to the commission regarding inter- 
state bus carriers of passengers than have 
been received concerning intrastate opera- 
tion. As before stated, this commission, 
and for that matter all state commissions, 
have but little jurisdiction over interstate 
bus operation. The very granting of a per- 
mit for interstate bus operation to any and 
all who apply for the same is a mandate on 
the commission. If there is need for statu- 
tory state regulation of carriers of this 
class, there is, in our opinion, just as much 
need for interstate regulation, and this in 
a manner commensurate with state regula- 
tion. ; 
“There have been bills presented to the 
last several sessions of Congress dealing 
with interstate regulation of bus operators. 
And to our knowledge such a bill has had 
the approval of all of the state regulatory 
bodies, but despite and notwithstanding the 
definite need for such a law and the de- 
plorable condition of interstate bus opera- 
tion, Congress has not seen fit to enact into 
law a bill that would, in our opinion, be 
both helpful to the industry and of great 
aid to the traveling public. We wish here 
to state that, in our opinion, there can never 
be entirely effective state regulation with- 
out there being effective interstate regula- 
tion of this kind of transportation.” 


What the commission says relative to 
interstate regulation of common carrier 
passenger operations applies with equal 
force to motor freight carriers. 


A‘ a result of its investigation the 
commission makes some sugges- 
tions to motor bus operators as to what 
they must do if they increase their busi- 
ness or are to retain what they have. 
The commission says: 


“It is impossible for this commission to 
know what the future holds for this class 
of common carrier. There is no question 
but that the constantly increasing use of 
private automobiles has affected and is af- 
fecting the business of the common carrier 


bus operators in this state. We feel, if 
these carriers are to increase their business 
in the future, or even perhaps to retain 
what they now have, that it will be neces- 
sary for them to employ a uniform system 
of accounts, purchase and maintain in good 
condition standard equipment, adhere to all 
reasonable rules and regulations, provide 
adequate terminals, maintain schedules not 
only on their own routes but coordinated 
with schedules of other lines, and effect 
some reasonable basis for concurrence in 
interline tickets.” 


HE commission also makes the fol- 

lowing comment as to improve- 
ment in the motor carrier freight in- 
dustry : 


“The commission feels that the deplor- 
able condition of the common carrier motor 
freight industry can only be improved and 
made what it should be by a happening of 
the following: 

“1, Remedial legislation. 

“2. More inspection by the commission 
through the medium of an adequate force 


of inspectors. 

“3. The strict observance of all rules and 
regulations by said industry itself. 

“4. The employment of a uniform system 
of accounting, the improvement of termi- 
nal facilities, the standardization of equip- 
ment, and the strict adherence to published 
rates on the part of all common carrier 
7 operators. 

“5. The codperation between common 
carrier freight operators, who are endeav- 
oring to give the best possible service, and 
the shippers and traffic representatives.” 


The commission did not as a result 
of its investigation issue any formal 
orders with reference to the various 
matters discussed for the reason, it said, 
that it desires that the industry en- 
deavor to accomplish of its own voli- 
tion the things the commission believes 
need to be done. As a further reason 
for not issuing formal orders the com- 
mission pointed to the possibility of 
remedial legislation. 

—H. C. S. 


Re Rates AND Practices oF Motor CARRIERS, 
Docket Nos. D-2525 and D-2542. 





“Tue leaders of the electric light and power industry have too often been 


intimidated into silence. 


Misrepresentations have gone wnchal- 


lenged and unrebuked in too many instances; in others the challenge and 


rebuke have been uttered so feebly as to be ineffective.” 


—JoHuN SPaARGO 
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Should the Leaders of the Utility Industry 
Be Unmuzzled? 


HAT is Big Business doing to 
create and guide an intelligent 
public opinion? 
The question—which has a peculiarly 
timely significance to the utility indus- 
try in view of the political agitation 
that is being stirred up over the “power 
issue”—is asked pointedly by Bruce 
Barton whose success in the field of 
public relations has been conspicuous, 
in his series of syndicated newspaper 
preachments. He answers it bluntly: 

“Practically nothing.” 

The time has come, Mr. Barton 
thinks, when the leaders of industry 
must cast aside the silent mantle of 
meekness and assume the clanging 
armor of battle if they are to maintain 
their leadership and resist the assaults 
that are led against the interests of their 
corporate flocks. Says Mr. Barton: 


sae be lunching with a group of high 
executives, and the discussion turned 
to economic problems. Presently out came 
the usual line of comment: 

“‘Congress is a bunch of idiots. How can 
we hope for any sensible program when our 
laws are made by such men?’ 

“T was annoyed, 

“All my business life I have listened to 
that sort of talk. I have known a g 
many Senators and Congressmen. My judg- 
ment is that they are fairly representative of 
the nation, neither better nor worse than the 
rest of us. They do not originate very much 
in the matter of national policy and legisla- 
tion. They merely record in laws the senti- 
ment that grows up in the country around 
them. They respond to public opinion. 

“And what does Big Business do to create 
and guide an intelligent public opinion? 
Practically nothing. 

“Every young man who enters Big Busi- 


ness is told in effect: ‘Now you have taken 
the veil. From now on you must not express 
any opinion on a controversial subject. You 
are no longer merely an individual; you are 
the representative of a large body of stock- 
holders who hold divergent views on almost 
everything. You must not offend either our 
stockholders or our customers. Your duty 
is to work and keep your mouth shut.’ 

“Big bankers and corporation officials re- 
gard this as a policy of ‘dignified silence.’ 
As a matter of fact, it is laziness and coward- 
> Sea 
“The president of a corporation with 
world-wide interests ought to know more 
than his stockholders or his customers. 

“He ought to know whether our present 
tariff policy is a help or a hindrance to our 
economic life, and have the courage to say so. 

“He ought to know whether our war debts 
should or should not be revised, and guide 
his stockholders in their thinking. 

“He ought to know what our policy should 
be toward Russia. 

“Ours is a Democracy. For a generation or 
more we have been luring our best brains into 
business. 

“The time is coming when those best brains 
must render some more positive service in 
the formation of a sound public opinion. 

“It is not enough just to sit back and 
grumble about Congress.” 


There is evidence that the utility in- 
dustry has already begun to realize that 
the Biblical admonition about turning 
the other cheek has its limitations in 
a practical modern world where meek- 
ness is more apt to be interpreted as evi- 
dence of weakness than of strength, and 
where silence is only too likely to be 
construed as admission of guilt. 

—Davip Lay 


Wuere Business 1s To Brame. By Bruce 
Barton. New York Herald-Tribune. Au- 
gust 23, 1931. 





The Truth About the Battle of Broken Bow 


f pecongs it has been a full year 
since the investigation at Broken 
Bow, Nebraska, revealed the petty 
political attempt to deprive Senator 
George W. Norris of the Republican 
nomination by the injection of the name 
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of a groceryman of that community 
who happened to bear the same name 
and middle initial, it has taken all 
of the intervening time for the fogs 
of charges and countercharges to 
clear away so that we can definitely fix 
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the responsibility for such shananigans. 

When the affair occurred, a number 
of people and interests were blamed for 
the trickery—former political enemies, 
huge banking interests, Senator Norris’ 
current Republican rival for the sena- 
torial nomination, Mr. W. M. Stebbins, 
his Democratic rival for reélection, 
former Senator Gilbert M. Hitchcock. 
There were even those who, remem- 
bering the old dodge that Cardinal 
Richelieu used to employ to arouse the 
sympathies of the French populace 
whenever he felt his prestige slipping, 
by hiring men to shoot at his own coach, 
accused Senator Norris himself of 
descending to such tactics in order to 
pose as a martyr. 

But the explanation that was given 
greatest publicity at the time was the 
charge that groceryman Norris’ ambi- 
tions were instigated by the “power 
trust.” 

Subsequent revelations showed that 
the electrical industry had nothing to 
do with the matter, but the denial has 
never quite caught up with the accusa- 
tion. Voters in Nebraska and else- 
where are somehow prone to feel that 
since Senator Norris is such an implac- 
able foe of the electric industry, that 
industry must in some manner be con- 
nected with the trick to oust him from 
the Senate. 

Now comes a complete resumé of the 
Broken Bow investigatives from the pen 
of the politically progressive writer, Dr. 
Charles A. Beard, and presented in the 
columns of the liberal magazine, The 
New Republic. From Dr. Beard’s ar- 
ticle, it appears that only one of the 
parties involved in the Broken Bow 
affair could be linked with a power 
company—Mr. Walter W. Head, chair- 
man of the board of the Nebraska 
Power Company. But Mr. Head is also 
chairman of the board of the Omaha 
National Bank, president of the Fore- 
man State-National Bank of Chicago, 
and director in the New York Life In- 
surance Company, the Chicago and 
Northwestern Railroads, and “a number 
of other prominent corporations.” 


Although Dr. Beard’s article is writ- 
ten in an ironic vein, there is nothing in 
it to indicate that he is not sincere in 
the following passage commenting on 
Mr. Head’s activities in the 1930 pri- 
mary campaign in Nebraska: 


“Standing on the broad platform of civic 
interest Mr. Head had tried to get the 
Honorable George W. Norris out of the 
United States Senate. That was his right 
as an American citizen. He sought to 
induce the Honorable Samuel R. McKelvie, 
of President Hoover’s Farm Board, to 
make the race and undertook to finance 
a survey to discover whether Mr. McKelvie 
could jump the hurdle. Duly unlimbered, 
Mr. Head transmitted the money to a Mr. 
Smith, who in turn bought drafts on New 
York and Chicago banks and sent them to 
a Lincoln lawyer who delivered them to 
Victor Seymour, who on his part deposited 
them under his name in a Lincoln bank, 
and checked on the account to pay his 
bills. The imputation that this was ‘power 
trust’ money, Mr. Head rejected indignant- 
ly. ‘During the year 1930,’ he said to the 

enate Committee, ‘I will have contributed 
$3,500 to my church, the Presbyterian 
Church, and its auxiliary organizations. It 
is just as logical to say that this represented 
a power trust contribution made for the 
purpose of spreading propaganda through 
the church pulpits. The suggestions, of 
course, are all perfectly ridiculous.’ Mr. 
Head was rich, to be sure, and connected 
with great private enterprises, but he 
thought that such affiliations did not inter- 
fere with his thinking as an American citi- 
zen. It was in the latter capacity that he 
opposed Senator Norris and financed a pre- 
liminary campaign to discover the best way 
to retire the Senator from his place in the 
Capitol. It was all open and above board 
and Mr. Head quite honorably made a 
clean breast of it.” 


Dr. Beard goes on to fix definitely the 
responsibility for groceryman Norris’ 
entrance into the senatorial race upon 
political enemies who had little particu- 
lar interest in Senator Norris’ attitude 
on power questions. The above infor- 
mation reveals definite proof of an un- 
fair tendency on the part of certain 
American newspapers to shout “power 
trust” and blame the electrical industry 
without substantiating evidence, for 
matters entirely beyond its control. 

—M. M. 
Conservatism Hits Bottom. By Charles A. 
a The New Republic. August 19, 
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Should the Utilities Advertise in or 
Boycott a Hostile Press? 


Beg are uncertain times for busi- 
ness corporations. The need for 
an overhauling of our economic system, 
revealed by the current depression, has 
given birth to a legion of economic 
diagnosticians. Some are expert; some 
are quacks. Many are honest, while 
some, apparently playing politics with 
human misery, pander to popular un- 
rest by persecuting business. 

It is only natural that the utilities 
have borne and will continue to bear 
the brunt of these attacks, notwith- 
standing the fact that they have shown 
a better record for maintaining employ- 
ment and wage scales than any of the 
other major industries. With the ap- 
proach of what is commonly predicted 
a hard winter, these attacks promise to 
become more and more severe. What 
then should be the policy of business in 
general—and the utilities in particular 
—in the face of these onslaughts? 
Should it be an attitude of turn-the- 
other-cheek humility, or should it be an 
offense striking back at those opponents 
whose attacks are prompted by ulterior 
motives? 


Spee William Wallace Chapman 
of the San Francisco weekly, The 
Argonaut, believes that now is the time 
for all good business men to come to 
the aid of their business. He points out 
that the so-called liberal newspapers are 
the arch enemies of business and that 
these enemies are now hatching plans 
for an organized drive during the com- 
ing winter against business corpora- 
tions. He mentions by name the line- 
up of newspapers in his own city. 
Editor Chapman finds no fault with 
honest criticism of business in good 
faith, but he points out that certain 
newspapers have been unscrupulously 
sniping at utilities on false issues—the 
falsity of which they were well aware 
themselves. 

Mr. Chapman goes on to observe that 
utilities are in the habit of carrying 


432 


huge “spread” advertising in these same 
newspapers. If the executives of these 
utilities think that these advertisements 
are either combating the news stories or 
acting as palliatives on the publishers, 
they are nursing a foolish delusion, ac- 
cording to The Argonaut. The editori- 
al states: 


“. . . These advertisements simply sup- 
ply fuel to the destructive engine which is 
bearing down upon big business in San 
Francisco. It is as absurd as though, dur- 
ing the war and after we had entered it, 
we had sold munitions to Germany with 
the idea that that favor would induce them 
to fire high at American troops in the Ar- 


onne. 

“The time has come in San Francisco 
when the issue must be squarely faced, the 
issue of whether decent business is to be 
supported or whether a syndicated, foreign- 
owned, and conscienceless daily press is to 
a it and use it for a circulation foot~ 

all. 

“That issue will not be determined right- 
ly unless business in San Francisco pre- 
pares to fight. For let there be no squeam- 
ishness about the facts. An open war 
against the Pacific Gas & Electric Com- 
pany, for instance, means a war later 
against other utilities; it means a war later 
upon our big banks; it means a war upon 
the Chamber of Commerce; it means a gen- 
eral conflagration. 

“If business, instead of providing the 
sinews of war for its fore-ordained oppo- 
nents, will take stock of the situation and 
provide for its own defense, provide for 
bringing its natural justifications home to 
the intelligent, the thinking, and the sub- 
stantial citizens of San Francisco, it will be 
doing exceedingly well. The Argonaut, 
which has hitherto always stanchly been 
loyal to its own, subsidized conviction that- 
great business interests serve the public, 
recommends to its friends organized action 
now through friendly agencies in lieu of a 
policy of laissez faire or worse.” 


DITOR Chapman is apparently call- 

ing on leaders of all businesses to 
get together and boycott the liberal 
press in the matter of placing adver- 
tisements. The suggestion should re- 
ceive careful consideration before it 
is followed. When organized labor 
strikes or boycotts nonunion products, 
the public is unperturbed. But if 
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capital should go on an advertising 
strike and boycott the hostile press, 
is there not danger that the public 
would be antagonized by claims that 
would surely be made that utilities 
were trying to censor the press or 


muzzle the voice (sic) of the people? 
Maybe Editor Chapman’s plan would 
work. But it may be a boomerang. 
—F. X. W. 


San Francisco Business. Editorial. The 
Argonaut. September 1, 1931. 





A Unique Proposal to Help the Farmers—at the 
Expense of the Telephone Industry 


1MEs are hard for the farmers. 

Everyone seems to be trying to 
help them. Most of this help is in the 
form of suggestions as to how some one 
else might help the farmer. Among the 
many suggestions as to how the far- 
mer’s burden might be lightened dur- 
ing the coming winter is the proposition 
that all rural telephone rates ought to 
be reduced by a certain blanket per- 
centage. 

Here is a_ suggestion that was 
prompted, no doubt, by a laudable mo- 
tive. A blanket rate cut for rural tele- 
phone companies would not be so dis- 
criminatory because it is no secret that 
many telephone companies in mid-west- 
ern agricultural states have not been 
earning a fair return for many months. 
Aside from the purely legal aspect of 
unconstitutional confiscation, there 
ought to be some honest doubts as to 
the equity of making small telephone 
companies “donate,” in part at least, 
service to the stricken farmer. 

The movement is abroad throughout 


the middle western states. It has been 
particularly current in Nebraska where 
Chairman C. A. Randall, of the state 
railway commission, has served notice 
that he is opposed to any such policy. 
He takes the position that each case— 
that is, the petition for rate reduction 
as to each company—ought to be con- 
sidered on its own merits. 

The telephone journal Telephony, 
commenting on this situation, points out 
that in addition to ruining many of the 
smaller companies, the resulting sav- 
ing to the farmer from a general reduc- 
tion in telephone rates would not make 
much appreciable difference to him. 
A percentage cut in the price of farm 


‘supplies and equipment would help him 


far more, but nobody seems to suggest 
it. A cut in the farmers’ taxes would 
help a great deal too. 

In fact, that would help about every- 


body. 
—F. X. W. 


GENERAL Rate Repuctions Unrair. Edito- 
rial. Telephony. August 29, 1931. 





Other Articles Worth Reading 


GoveRNMENT Ripes THE Rarroaps. By Paul 
Shoup. Scribners; September, 1931. 


JupictaL SUPERVISION oF COMMISSION REGu- 
LATION: A Stupy or Court AND CoMMIS- 
SION RELATIONS IN MASSACHUSETTS. By 
Mary Louise Ramsey. The Journal of 
a & Public Utility Economics; August, 


Summaries oF ResearcH. A Classification 
of “Uniform Rate Areas” for the Electric 
Light and Power Industry. The Journal of 


og & Public Utility Economics; August, 

To a gas or electric company that is con- 
templating the establishment of a uniform 
rate area or to a commission that is con- 
sidering the inaugurating of a statewide 
uniform rate policy, this study should prove 
interesting and helpful. It is surprising 
how little is really known about what con- 
stitutes a “logical uniform rate area” and 
what lack of unanimity exists in the cur- 
fen? practice. 
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The March of Events 





Depreciation Accounting Rules 
Are Prescribed 


COMPREHENSIVE order prescribing rules 

for determining, recording, and charg- 
ing depreciation in the case of railroads and 
telephone companies has been issued by the 
Interstate Commerce Commission. This ac- 
tion was upon rehearing. 

The commission stands by the original cost 
basis for computing depreciation, although 
the railroads contended that it should be com- 
puted on replacement or reproduction cost. 
The commission does not overlook the deci- 
sion by the Supreme Court in the United Rail- 
ways Case that the utility is entitled to com- 
pute depreciation upon the present value, 
rather than the original cost, but points out 
that the court was not passing on accounting 
regulations or the authority to prescribe 
them. The issue was whether or not certain 
fares which had been prescribed would re- 
sult in confiscation. 

The commission states that the replacement 
cost or present value method of accounting 
for retirements is wholly inconsistent with 
the principle of recording units in the invest- 
ment account on the basis of original cost to 
the accounting company. To be consistent, 
it is said, it would be necessary to change 
the basic principle which now underlies the 
investment account and provide for the state- 
ment of that account also on the basis of re- 


placement cost or present value, which would 
involve an appraisal and readjustment at the 
end of each year, with a corresponding 
change in the surplus or deficit shown by the 
balance sheet. 


a 


Agreement Is Reached on Law 
for Leasing Muscle Shoals 


be Muscle Shoals Commission, just be- 
fore adjourning to meet at Muscle 
Shoals on October Ist, agreed in principle on 
a form of legislative authority to govern the 
making of contracts for the leasing and op- 
eration of the government plant erected on 
the Tennessee river, says the United States 
Daily. 

Colonel McMullen, of the commission, said 
that while the form of the proposed congres- 
sional sanction to be recommended to the 
President had not been made public, the com- 
mission favored a brief legislative act con- 
ferring authority on the executive to act, plus 
such limitations as will be necessary to insure 
conformance with the intent of Congress. 
This was considered preferable to recom- 
mending any detailed congressional enactment 
that might be so binding in detailed limita- 
tions as to hamper instead of to aid the ef- 
forts successfully to dispose of what is 
termed the problem of Muscle Shoals. 


@ 
Conneéticut 


New London Street Lighting 
Contract Meets Opposition 


HE New London city council has under 
consideration a proposal for a 5-year 
contract with the Connecticut Power Com- 
pany for street lighting. Opposition to the 
contract has developed because some of the 
councilors assert that the company is get- 
ting too much money from New London. 
One of the councilors declared that the 
company had paid 10 per cent dividends on 
its common stock while many authorities say 
that 8 per cent is a fair return. In addition 
to this, he said, the company paid 5 per cent 
dividends on outstanding bond issues. He 
did not state what return this amounted to 
upon the value of the property. 


New London, it is said, spends almost $60,- 
000 annually for street and city hall light- 
ing, and under the proposed contract would 
gain a reduction of $7,000 by reducing the 
lighting on one of its principal streets. 


» 


Water Rates Are Protested 
before Commission 


A= has been made by residents of 
the town of Seymour against service and 
rates of the Seymour Water Company. In 
a petition to the commission they set forth 
that in 1930, at the request of patrons, the 
company installed new and larger mains in 
order to furnish a larger supply of water. 
This enlargement, they say, does not furnish 
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an adequate supply of water to the fire hy- 
drants which are located upon the highest 
water levels in the system. 

The complainants also protest against a 
new schedule of rates which went into effect 
November 1, 1930. 


> 


Explanation of Electric Rates 
Is Made Public 


5 ip commission, pursuant to a recom- 
mendation by Governor Wilbur L. Cross, 
has prepared a tabulation of electric rates for 
yearly customers for residential uses, which 
shows in compact form those rates applicable 
in the several towns of the state. The Hart- 
ford Times informs us: 

“In an explanatory letter which was sent 


with the schedule of rates to the governor, 
Chairman Higgins states that it is the opin- 
ion of the commission that the publication 
of the detailed structure of all rates would 
result in a book of such large size that its 
value to the public would be dubious. In- 
stead, the residential or domestic rates which 
are the ones of interest to the average citi- 
zen, have been incorporated in a brief, read- 
ily understandable tabulation which shows the 
dollars per month paid by a typical customer 
for specified amounts of electrical energy 
used, so that a customer can easily determine 
which type of rate is more desirable for his 
amount of consumption. The records are 
open to the public. 

“The commission is now making a similar 
study of commercial and power rates and will 
ae make this public as soon as com- 
pleted.” 


v 
Georgia 


Water Rate Increase to Aid 
Schools Is Opposed 
woe of the Atlanta city council have 


been divided on the question of a ref- 
erendum to determine whether a 25 per cent 
increase in city water rates should be made. 
Opponents of the referendum say that a wa- 
ter increase should not “be inflicted on the 
people” and that the taxpayers should not 
be required to bear the expense of a special 


election to pass upon the referendum. The 
Atlanta American says: 

“The entire sum accruing from the increase 
in rates would go to the schools under the 
bill sanctioned by the legislature, subject to 
a referendum. If ratified by the voters the 
amount for the two final months of this year 
would be between $150,000 and $175,000, it 
was estimated. The increase is limited in the 
bill to a period of two years and is designed 
to wipe out the deficit of the schools, now 
estimated at $770,000.” 


=e 
Illinois 


Natural Gas Makes Lower 
Rates Possible 


Armee of $1,454,000 a year to Chica- 
goans has been proposed by the Peoples 
Gas, Light & Coke Company under a new 
schedule of rates filed with the commission. 
The Quincy Herald-Whig Journal says: 
“The reductions proposed by the Chicago 
company, based on savings to be effected by 
the mixing of natural gas with their present 
artificial gas, ranged from 3% per cent to 
household users to 22 per cent for household 
heating purposes, the latter admittedly in an 
attempt to stimulate this form of use for gas. 
“Reductions proposed by the Chicago com- 
pany are not nearly so drastic as will be de- 
manded by the People’s Natural Gas Protec- 
tive Alliance of Illinois for Quincy and other 
member cities of the alliance. For accord- 
ing to announcements made last week by 


Mayor John W. Kapp of Springfield, presi- 
dent of the alliance, rates will be asked which 
will present reductions of nearly 40 to 50 per 
cent for some communities.” 


* 


Survey of Rockford’s Utility 
Rates Is Ordered 


Asan survey of Rockford’s electric and 
gas utility properties and records at a 
cost of $5,000 to determine “justification of 
present rates or for evidence to support a 
demand for a reduction of rates,” according 
to the Rockford Star, has been ordered by 
the city council. The Star adds: 
“Approving its public utility committee re- 
port without a single word of opposition or 
debate, the council voted to make it manda- 
tory upon the mayor and the city clerk to 
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enter into a contract with the Burns and 
McDonnell Engineering firm of Kansas City 
for the work. 

“In making its proposition to the city, the 
Burns and McDonnell concern first asked 
$18,000 for a complete survey and appraisal 
of the local properties of the Central Illinois 
Gas and Electric Company. Finding that the 
city had appropriated only $5,000 for this 
work, the company agreed to make an inven- 
tory of the property and records of the local 
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utility for this sum. 

“The understanding apparently is that the 
council will be asked to appropriate $13,000 
next year to complete the appraisal. 

“Under the terms of the agreement which 
is to be entered with the engineering concern, 
experts will make an inventory of the prop- 
erty of the utility and its present value, and 
also will examine the records, books, and ac- 
counts for the past three years to determine 
what they regard as a fair rate of return.” 


@ 
Indiana 


Company Asks Approval of Rate 
Adjustment in South System 


AT rate adjustment throughout the 
“south system” of the Public Service 
Company of Indiana is asked in a petition 
filed with the public service commission on 
August 29th. The Indianapolis Star contains 
the following report: 

“The territory involved is the same as that 
affected by the Bloomington rate case in 
which the utility’s plan for an adjustment of 
the entire system recently was denied by the 
commission. 

“A generally lower electric light and power 
schedule is contemplated in the order filed 
with the commission. The company is mak- 
ing a survey of its rates in the various locali- 
ties and the proposed rates are based upon 
the survey. 

“The petition asked the public service com- 
mission to investigate its rates in southern 
Indiana with a view to determining more 
equitable and nondiscriminatory schedules. 

“The territory in which the commission is 
requested to study rates extends over twenty- 
four counties in the southern part of the state 
in which seventy-five communities, as well as 
a widespread rural territory and a number of 
quarries, mines, and other industries are lo- 
cated. 

“All the towns in this area are intercon- 
nected with electric transmission lines and 
served from large, strategically located gen- 
erating centers. . .. 

“Rates in a number of these localities are 
at present inequitable and discriminatory, the 
company’s petition asserts. The commission 
is asked, in event its investigation likewise 
discloses a need for revisions, to fix rates up- 
on a more reasonable basis. 

“Tt is stated further in the company’s peti- 
tion that independent rate inquiries have been 
begun in several of the communities served 
by the company in this section of the state. 
In event these rates have not been examined 
prior to the beginning of the general investi- 
gation throughout southern Indiana, the com- 
mission is asked to consolidate the independ- 


ent inquiries with the broader survey, thereby 
reducing expenses and avoiding delays. 

“A general investigation of the company’s 
electric rates throughout the southern part of 
the state not only will save time and expense, 
but will permit determination of just charges 
on . more scientific basis, the petition con- 
tends.” 


> 


Loss of Industrial Business 
Brings Threat of Rate 
Increase 


Tr Citizens Gas Company of Indianapo- 
lis, according to the president and gen- 
eral manager of the company, may find it 
necessary to increase rates if manufacturers 
are permitted to purchase gas through any 
other agency. The Indianapolis Star says: 

“Industries consume about 12 per cent of 
the gas manufactured by the company, and 
elimination of this business would so reduce 
the receipts that the company would be com- 
pelled to ask the public service commission 
to increase its rates to commercial and in- 
dustrial consumers.” 

Mr. Kirk, according to the Star, wrote a 
letter to H. C. Atkins, president of E. C. 
Atkins & Company and of the Manufacturers’ 
Natural Gas Association, suggesting that it 
might be arranged to sell a mixed natural and 
artificial gas in Indianapolis. Mr. Atkins, ac- 
cording to this paper, has expressed the opin- 
ion that the price of a mixed natural and 
artificial gas would be prohibitive for his 
company’s purpose. 

Authority had been previously denied to 
the Manufacturers’ Natural Gas Association 
to lay mains in the city and to sell natural 
gas to industrial consumers. This action of 
the commission, it is said, leaves the city and 
the gas company in a position to consider 
bids on natural gas. City officials are at- 
tempting to pave the way to assume title to 
the Citizens Gas Company in accordance with 
the terms of a contract drawn more than 
twenty-five years ago. 
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Kansas 


City Gate Rate Question Goes to 
Supreme Court 


HE Western Distributing Company has 

appealed to the Supreme Court from a 
decision by a special three-judge court which 
denied an injunction restraining the estab- 
lishment of rates in Eldorado. The injunc- 
tion was refused on the ground that the util- 
ity had not exhausted its remedies before the 
public service commission before resorting to 
a Federal court. 

The commission dismissed a proposal of 
increased rates because the Western Dis- 
tributing Company had not introduced evi- 
dence proving to the satisfaction of the com- 
mission the reasonableness of the price of 
40 cents per thousand cubic feet paid by the 
utility to the Cities Service Gas Company at 
the city gate. Quoting from the United 
States Daily: 


“The lower court held that the plaintiff, 
before it can seek any remedy in the Federal 
courts, must show that the F eye it pays for 
gas at the city gate and o charges paid 
Henry L. Doherty & Company and Cities 
Service Gas Company are fair and reason- 
able. The fact that the rate at the city gate 
is an interstate rate does not preclude in- 
quiry by the commission, it was held, into 
the reasonableness of such a rate for the pur- 
pose of fixing the local rates at Eldorado. 

“The Distributing Company complains in 
its appeal filed with the Supreme Court that 
the lower court erred in not finding that the 
reasonableness of the 40-cent rate was ad- 
judicated by the supreme court of Kansas in 
the so-called Wichita Case. It also erred, it 
is claimed, by holding that the plaintiff had 
not exhausted its administrative remedy be- 
cause of its failure to adduce evidence as to 
the reasonableness of the 40-cent rate and to 
justify its contract for the supply of gas.” 


& 


Maryland 


Escape from Park Tax Is Sought 
by Street Railway 


= Railways officials, according to the 
Baltimore Sun, have made a formal bid 
to have the company exempted from paying 
the 73-year old park tax which last year took 
$1,047,947 of the company’s revenues to sup- 
port the Baltimore park system. 

Lucius S. Storrs, United Railways presi- 
dent, has requested that the city completely 
eliminate the 9 per cent tax at once or by a 
definite schedule of gradual reduction over a 
period of years. Or, if that is deemed in- 
advisable, make the park tax collectible after 
the company has paid its fixed charges but 
before payment of dividends on common 
stock, the tax to be cumulative so that any 
lapses must be made up by eventual pay- 
ments in full. The Sun says: 

“Mr. Storrs said his company appreciated 
the unusual conditions confronting the city 
at this time, that it would codperate in what- 
ever step toward relief the mayor might deem 
advisable, and that it was prepared to wait 
until later, if need be, to press for complete 
elimination of the tax.” 

Simple justice to the car rider and to the 
tailway company, according to Mr. Storrs, 
tequires the elimination of the park tax and 
the assumption of the burden of maintaining 
the parks by the taxpayers for whose com- 
mon benefit they are created. The park tax 
was instituted in the horse-car days on the 


theory, apparently, that the franchises re- 
quested were for lines passing or terminat- 
ing at public parks. It is pointed out that 
the purpose no longer exists as the city has 
developed around and beyond the parks of 
previous generations, and the transportation 
of people to the parks is incidental to the 
general service which the company is obli- 
gated to maintain. Mr. Storrs states in part: 

“Since part of the cost of maintaining the 
larger parks is due to the construction and 
maintenance of roads used by motor vehicles, 
it would follow that receipts from the gaso- 
line tax paid by motorists ought to be used 
to defray those expenses. 

“With no special charge at all exacted from 
those who enter the parks on foot or in auto- 
mobiles used for pleasure or for profit, it is 
clear that there is no longer any justice in re- 
quiring that the cost of acquiring parks and 
maintaining them be paid by the car rider or 
by the street railway company. The company 
is merely a collecting agency for a tax lev- 
ied against the street-car rider for the parks 
which he may or may not use, although the 
automobilist who visits the parks escapes en- 
tirely.” 

-_ 


Maryland Consumers Are to Re- 
ceive Natural Gas 


wr the approval of natural gas rates 
by the commission, the Maryland Coun- 
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ties Gas Company (a subsidiary of the Con- 
solidated Gas, Electric Light & Power Com- 
ny) and the Patuxent Gas Company, the 
aryland Counties Gas Company was about 
ready early this month to start the distribu- 
tion of gas in Maryland counties. 

Officials of the Consolidated Gas, Electric 
Light and Power Company, which is a hold- 
ing company, have explained that, despite the 
apparent diversion between the cost figure 
of 60 cents per thousand cubic feet and the 
sale rate of $2.76 for the same amount, the 
return will be but 7.14 per cent because of 
the limited number of users of the natural 
fuel. The customers are also far apart and 
it is said that the cost of maintenance and 
collections will be more than double those in 
the city, and that a larger amount must be 
charged off for servicing and complaint 
work. Service is more expensive in scattered 
districts. 

Gas experts have also stated that the heat- 
ing value of the natural gas is 1,000 B.T.U. 
while the heating value of the artificial gas 
is but 500 B.T.U. The Baltimore Evening 
Sun states: 

“The two companies render the service to 
the consumer along the rights of way of the 
pipe lines at a company expenditure of ap- 
proximately $65 a consumer, with the patron 
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being required to pay the costs of laying the 
pipes between house and pipe line. The dis- 
tributors’ properties consist of a meter and 
two reducers for each customer. 

“The commission will be unable to ascer- 
tain whether the new rates are high or low 
until at least a year of operation has passed. 
It is understood that after the first year of 
operation the regulatory body will conduct 
a rate investigation which will show just 
what the rate of return on the operations 
amount to. 

“In addition to the Patuxent Company 
which will distribute in Montgomery county, 
and the Maryland Counties Gas Company 
which will render service in Howard and 
Baltimore counties, there will be a third dis- 
tribution company, the Chesapeake Gas Com- 
pany, which will give the same service in 
Hartford and Cecil counties. Although no 
rates have been filed by the latter company, 
it is understood that it will charge approxi- 
mately the same figure as the Maryland and 
Patuxent Companies. 

“The Chesapeake Company filed its appli- 
cation for authority to issue stock and dis- 
tribute the gas several months ago. No ac- 
tion will be taken by the commission until 
after its schedule of rates has been present- 


e 
Mississipp1 


Petition Is Filed for Vote on 
Revocation of Franchise 


JA PETITION has been filed with the board of 

aldermen of Hazlehurst for the purpose 
of securing a vote to decide whether the gas 
franchise which was recently granted to the 
United Gas Corporation would stand or be 
revoked. The Jackson News is authority for 
the following statement : 

“The objections raised by the petitioners 
are based on the rates which they contend 
are too high. An amended rate schedule was 
filed by the gas company last night, naming 
$1.50 as the rate for the first 1,000 cubic feet 


of gas and 75 cents per thousand for the next 
2,000 feet, and 50 cents per thousand for all 
in excess of 3,000 feet. The first rates pro- 
posed were $1.50 for 500 feet, and 90 cents 
for the next 2,000 and 50 cents per thousand 
for the balance of gas used. 

“After considering the matter the board 
decided to go over the poll books and see 
just who were qualified voters, and see if the 
required 20 per cent had legally petitioned 
for the election to be held. It will require 
several days for this complete work to be 
done. All work on the gas pipe lines was 
stopped three days ago when the petition was 
first filed asking the board to call an elec- 
tion.” 


a4 
Missouri 


Electricity Will Be Lower in 
Forty-four Towns 


T= Missouri Public Service Company, 
according to the St. Louis Star, has re- 
duced rates in forty-four western Missouri 


towns. The Star is authority for the follow- 
ing statement : 
“The company, owned by the powerful In- 
sull utility interests of icago, yesterday 
filed a new schedule of rates with the State 
Public Service Company, which automatical- 
ly will become effective on November Ist. 
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“For the last two years, Insull-owned utili- 
ties in the Middle West have been cutting 
household rates on their own initiative to 
bring charges down to the average level of 
prevailing rates. 

“The Missouri Public Service Company, 
with headquarters at Warrensburg, Missouri, 
serves eighty-five towns in sixteen western 
Missouri counties. Most of these towns have 
less than 1,000 population. 

“The new schedule will reduce the top rate 
in communities now paying 13 cents a kilo- 
watt hour for the first five kilowatts per 
room to 12 cents. Lower steps in the present 
rates will continue unchanged.” 


* 


Three-part Gas Rate Is Subject- 
ed to Attack 


HE city of Carthage has filed a brief with 
pe commission in support of its petition 
for a change in gas rates. The city demands 
a return to the straight 66 cents per thousand 
cubic feet rate instead of the present three- 
part rate, which consists of a meter charge 
of $9 a year, a demand charge of 32 cents 
per thousand cubic feet of gas, and a con- 
sumption charge of 40 cents per thousand. 
It is alleged that this costs consumers in ex- 
cess of 72 cents per thousand. The St. Louis 
Post-Dispatch states: 

“The Carthage Gas Company, one of the 
companies in the Henry L. Doherty organi- 


New 


Opposition to New Electric Rate 
Flares Up 


SSERTIONS that while the commission had 

reduced the rates of the New York Edi- 
son System, the charges had increased, were 
hurled at the commissioners and the company 
recently by Arthur J. W. Hilly, corporation 
counsel of New York, the Real Estate Board 
of New York, and others. Chairman Milo 
R. Maltbie quickly refuted such contentions 
and stated that under the new rates electric 
consumers would pay $5,500,000 less than 
formerly; and if the reduction were not re- 
sulting under the present schedules, the com- 
mission would see that further reduction and 
modification would be made. The New York 
Herald-Tribune says: 

“Already certain modifications in the com- 
mercial rates have been effected by the Edi- 
son companies, Mr. Maltbie said. It was 
understood the modifications were made in 
instances where demand charges had been es- 
timated at 70 per cent of the installation ca- 


zation of gas distribution, is valued at $145,- 
000, says the brief. The annual return on 
the investment, allowed by the commission, 
is $16,675, but from 1925 to 1930, inclusive, 
the return has been from nine to twelve 
thousand over the amount with the exception 
of 1927, when the return fell short by 
$2,000, it is stated.” 


sa 


Harmonious Trade Relations 
Sought in Merchandising 


HE executive committee of the Missouri 

Association of Public Utilities has adopt- 
ed a resolution subscribing to the “Statement 
of Merchandising Procedure” accepted by the 
Electrical Merchandising Joint Committee at 
the Atlantic City meeting in June and the 
“Statement of Principles” suggested for the 
guidance of member companies of the Ameri- 
can Gas Association. 

The resolution declares that the weight of 
evidence clearly shows that where utilities 
promote and sell appliances with due regard 
to sound merchandising principles and trade 
ethics, the best interests of the public, the 
merchants, and the utilities are served. 

It is urged that merchants be offered by 
the utilities a full measure of sound coépera- 
tion in the merchandising field, to the end 
that a full and harmonious merchandising 
job may be done to the best interest of all 
concerned. 


e 


Y ork 


pacity. In many cases, it developed, con- 
sumers, owing to the depression, were using 
but a fraction of the installation capacity. 
The company, it was said, has recognized the 
injustice of the charges and has agreed to 
adjustments pending installation of demand 
meters. 

“Of the large number of consumers oper- 
ating under the commercial charge schedule, 
Mr. Maltbie said, but a small number had 
complained. It was anticipated, he pointed 
out, that not all consumers would be satis- 
fied, as it was unavoidable in the readjust- 
ment that some would pay more than they 
had under the old rates. 

The trouble seems to be largely because of 
the fact that, instead of straight consumption 
rates, the new schedules are more of the na- 
ture of promotional rates to encourage con- 
sumption of electricity and to compel cus- 
tomers, at least in part, to bear the cost of 
serving them, although they may use very 
little current. The ascertainment of a prop- 
er demand charge for each commercial or in- 
dustrial customer is causing difficulty. 
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Ohio 


Rehearing Is Asked in Columbus 
Rate Case 


‘pe Columbus Gas & Fuel Company has 
applied to the commission for a rehear- 
ing on its application for an emergency rate 
to be charged pending final decision of the 
gas rate case before the commission, accord- 


ing to a statement in the Columbus Citizen. 

The original application was overruled on 
the ground that the commission lacked au- 
thority to establish emergency rates. The 
company asserted that the commission misin- 
terpreted the law and that it has full power 
to recognize emergencies and fix emergency 
rates except when rates are already estab- 
lished by ordinance. 


e 


South Carolina 


Tax on Electric Current Is Up- 
held by Court 


A=— three-judge court has upheld the 
state tax of one-half mill per kilowatt 
hour on electricity generated or sold in South 
Carolina. The tax was declared by the com- 
pany to result in interference with interstate 
commerce on the ground that the generation 
of current and its transmission to other states 
was all one process and that the state and 
interstate parts of the production and dis- 
tribution could not be separated. 

The court, however, held that the current 
produced in the transformer results from the 
use of the original current but is not that 


current, just as current produced by steam 
results from the use of coal but is not the 
coal. The court held that the tax imposed 
upon the sale of current did not burden in- 
terstate commerce as to current brought from 
without the state. _The tax, it was said, is 
not imposed on the high voltage current 
which passes in interstate commerce, but is 
imposed on the low voltage current which is 
sold to the consumer, and is an excise tax 
on the business of selling that current in 
the state. 

The court also rejected the contention that 
the companies were Federal agencies when 
they operated plants under Federal licenses, 
and under Federal restrictions, and were sub- 
ject to recapture by the government. 


e 


Tennessee 


Commission Studies Natural 
Gas Supply 


HE commission, according to the Nash- 
ville Banner, has instructed its engineers 
to make an investigation for the purpose of 
ascertaining the available supply of natural 
gas and the feasibility of serving Nashville 
consumers with it. This is in connection with 
a petition of the Nashville Gas and Heating 
Company now before the commission. 
The petition seeks approval of an agree- 
ment allowing the Kentucky Natural Gas 
Company to connect its pipe lines with the 


distributing systems of the Nashville Gas and 
Heating Company. It also seeks commission 
approval of contracts and arrangements to 
provide Nashville and northern Tennessee 
with natural gas. 

The price of gas to the small or occasional 
user, it is stated in the Nashville Tennessean, 
will be raised rather than lowered if the new 
scale of prices submitted by the company is 
made effective. After 1,650 feet, gas bills 
under the proposed rate would be lower. 
Those using less than $3 worth of gas per 
month would pay more, according to Walter 
A. Craddock, chairman of the rate committee 
of the city council’s natural gas committee. 


@ 
Texas 


New Law Subjects Motor Car- 
riers to Regulation 


A= law enacted by the 1931 legislature 
places contract motor carriers under 


state regulation. Formerly common carriers 
known as Class A operators were under 
regulation. 

Mark Marshall, motor transportation di- 
rector of the Texas Railroad Commission, 
we read in the United States Daily, has said 
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that an impression has gone abroad that an 
injunction had been issued restraining the 
enforcement of the law. This, he declared, 


is erroneous, although there is a suit pend- 
ing to determine whether or not a restraining 
order will be issued. 


West Virginia 


Overcharge Claim Is Denied by 
Gas Utility. 


T> Natural Gas Company of West Vir- 
ginia has filed an answer to complaints 
lodged by the city of Wheeling with the 
public service commission against rates for 
natural gas. The city had asked for lower 
rates and charged that the utility had un- 
lawfully collected approximately $693,000 
under the present rate following the expira- 
tion of an emergency contract which per- 
mitted higher rates after June, 1924. 

The rate prior to 1924 was 40 cents per 
thousand cubic feet, but the rate since that 
time has been 52 cents with a discount of 
2 cents for prompt payment. Attorneys for 
the city, after receiving the answer of the 
company, moved that the commission rein- 
state the 40-cent rate pending the outcome of 
the rate investigation. This motion was taken 
under consideration. 


Events leading up to the emergency con- 
tract date back to the winter of 1923 when 
a shortage of gas caused great suffering in 
the city, where families were dependent upon 
the fuel for heating purposes. Complaints 
against the gas supply brought from the 
utility the reply that it was unable to provide 
a greater service under the existing rate. 
The company asked authority to increase its 
rates 17 cents per thousand cubic feet. The 
compromise permitting a 12-cent increase re- 
sulted. This agreement, according to the 
city representatives, expired on December 15, 
1927, but the company continued to charge 
the higher rate. 

The services of Congressman Carl G. Bach- 
mann and Attorney Charles J. Schuck, ac- 
cording to the Wheeling IJntelligencer, have 
been offered to the city in its fight for lower 
rates. These services, it is said, have been 
donated by a group of citizens and the Half 
Dollar Trust and Savings Bank, without ex- 
pense to the city. 


Wisconsin 


Street Railways Should Be En- 
couraged, Perhaps Subsidized 


c may prove to be cheaper in the long run 
for municipalities to encourage, and even 
actually to subsidize street railway operations 
than to attempt to solve the motor vehicle 
parking and traffic problems which are be- 
coming increasingly acute, said Commissioner 
Lilienthal in a recent order relating to fares 
of the Milwaukee Electric Railway & Light 
Company. He expressed the further opinion 
that it is the duty of a state regulatory com- 
mission to be a critic of management, seeking 
every opportunity to encourage and commend 
alertness, as well as to condemn management 
which is incompetent and unmindful of the 
public’s interest. Quoting further from the 
commissioner’s opinion: 

“It is common knowledge that most street 
and interurban railways throughout the 
country have been suffering a serious decline 
in earning power during the past decade or so. 
Thousands of miles of electric railway track, 
laid with exaggerated hopes of financial suc- 
cess and community benefit, have been aban- 
doned; scores of cities served by street rail- 


—_— have seen track service give up the 
ost. 

“It is hardly’ too much to say that these 
utilities have come to be regarded as mori- 
bund in cities of a minimum traffic density. 
Their owners and operators seem to have 
taken a fatalistic view, indicating by their 
conduct that they feel powerless to change 
the riding habits of the community, and that 
it can only be a matter of time until most 
of the survivors will also be overcome by the 
persistent tide of red figures. In the very 
teeth of the competition of motor vehicles 
most of the managers have resorted to the 
largely ineffectual expedient of rate increases 
and to superficial operating economies. . . . 

“Tt may be that the pendulum has swung 
as far toward individual urban transporta- 
tion as it may, and that considerations of 
convenience and cost will soon force a great- 
er reliance upon the street and electric rail- 
way. ‘(See ‘The Relation of Individual to 
Collective Transportation, by the Rapid 
Transit Commission of Detroit, 1928). 

“Whatever the course of future develop- 
ment affecting these utilities, it is certain that 
the problems they present are ones which 
give this commission concern. 
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The Latest Utility Rulings 





EGULATION has taken a new turn in 
Wisconsin. The commission of 
that state has long regulated the rates 
and service of utilities, and was a pi- 
oneer in developing a policy as to mo- 
nopoly and competition. Recently it 
made ambitious strides in the regula- 
tion of intercorporate relations. Now, 
pursuant to an act of the 1931 legisla- 
ture, it has issued an order applying to 
all electrical utilities in the state which, 
according to Commissioner David E. 
Lilienthal, “in effect requires applica- 
tion to the commission and authoriza- 
tion by it for many of the major types 
of construction.” 

The purpose of the order, he said, 
was “to promote a more economic de- 
velopment of electric transmission and 





Utility Building Plan Must Hereafter Be Approved 
by the Wisconsin Commission 


distribution lines in this state.” Be- 
cause of the lack of legislative author- 
ity the Wisconsin commission has not 
heretofore been able to regulate con- 
struction activities of utilities. The ab- 
sence of this statutory authority has 
caused alleged abuses to grow up in the 
development of electric lines, and the 
pressure of competition between com- 
panies and the rights for territory has 
occasionally led to the construction of 
many uneconomical lines and to dupli- 
cation which may prove a burden upon 
the companies participating, and ulti- 
mately a burden upon the public. 

The commission is contemplating a 
similar order for gas utilities. Re Ma- 
jor Construction by Electrical Utilities. 
(Wis.) 


2 


Telephone Companies Must Furnish Leased Wires 
for Musical Program Business 


ELEPHONE companies have a great 

many other uses for their service 
besides the ordinary inter-subscriber 
communication so familiar to all of us. 
They are used for burglar alarms, stock 
tickers, news flashes, and (where it is 
legal) for race-track returns. Of 
recent years probably the best known 
special use of the telephone has been 
the relaying of programs from city to 
city for radio broadcasting. This meth- 
od of relaying eliminates static and oth- 
er uncertainties that attach to point-to- 
point radio communication. It also 
gave Robert Miller, an engineer for- 
merly with the Bell Laboratories, a big 
idea. He conceived the idea of selling 
these musical programs to order from 
any city by leasing telephone wires. 
Customers needing special music for 


special occasions at any hour would 
only have to order it and receive it. 
And so he formed Wired Music (In- 
corporated). There would be no an- 
noying advertising. Programs would 
be “as ordered”—whether a funeral 
dirge for a lodge meeting or a snappy 
dance program for a fraternity house. 
Wired Music planned to use its own ar- | 
tists. Rates for this service ranged 
from $25 to $100. Clubs and hotels 
were the principal prospects. 

So far so good. But when Wired 
Music, backed by responsible parties, 
applied for leased service to the New 
York Telephone Company the latter re- 
fused to lease its wires. The company 
claimed it was too big a job to be 
wished on it so suddenly. It said that 
it did not have readily available facili- 
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ties for furnishing a network of cir- 
cuits for such a purpose. Wired Music 
appealed to the New York commission. 
The utility objected to the jurisdiction 
of the commission, pointing out that the 
service was not regular communication, 
notwithstanding the fact that it did al- 
ready furnish leased facilities for simi- 
lar purposes to chain broadcasting com- 
panies. 

Commissioner George Van Namee, 
writing the opinion of the commission, 
sustained Wired Music. He stated: 

“If the (telephone) company has no right 


to do a ‘leased wire’ business it must stop 
doing such business with those who have 


already applied and to whom it has - 
ed these facilities. If this is a 1 part 
of its business it must come under - 
tion and the company must serve all who 
apply under proper conditions for the serv- 
ice. 

“The company admits it has facilities 
which it terms ‘surplus facilities’ and which 
it has leased to certain customers and that 
it has filed with this commission a tariff 
and rules and regulations governing the 
same. . . . To refuse such facilities to 
the applicants and to grant them to others 
requiring the same identical service is, in 
the very nature, unjustly discriminatory 
and unreasonably preferential.” 


The telephone company has noted an 
appeal. Wired Music v. New York 
Telephone Co. (N. Y.) 


e 


Minimum Gas Rate Does Not Violate New York 
Statute Prohibiting Service Charge 


UDGE Frederick P. Close, of the New 

York Supreme Court, has held that 
an initial block rate of 73 cents for the 
first one hundred cubic feet of gas 
used, which was charged by the West- 
chester Lighting Company, is not pro- 
hibited by a New York statute forbid- 
ding the use of the so-called “service 


charge” (Chap. 898, Laws of 1923). 
The court construed the statute in ques- 
tion to forbid only the making of a 
charge where there is no consumption 
of gas, or a charge by the utility for 
mere readiness to serve. McCormick 
v. Westchester Lighting Co. (N. Y. 
Sup. Ct.) 


e 


A Customer Is Denied the Right to Retain 
Direct Current Service 


HE supreme court of New York 

has denied a petition of the Earl 
Carroll Theatre company for a manda- 
mus order to compel the New York 
Edison Company to render direct cur- 
rent service in the petitioner’s new thea- 
tre just as it rendered direct current 
service in its old theatre. 

The utility, it appears, is engaged in 
the process of changing over from di- 
rect current service to the more efficient 
and economical alternating current serv- 
ice in the borough of Manhattan. In 
order to avoid unnecessary expense and 
hardship, the utility has made this proc- 
ess slow and gradual. Its policy has 
been not to renew direct current serv- 


ice to rebuilt or rehabilitated structures, 
and upon completion of the new Earl 
Carroll Theatre, alternating current was 
accordingly furnished. 

Judge Shientag, rendering the opin- 
ion of the court, was of the opinion that 
the company’s policies and regulations 
were not unreasonable, and pointed out 
that there is no statutory specification 
of the character or type of electric cur- 
rent to be furnished, nor any common 
law obligation imposed upon the com- 
pany, nor any regulation of the public 
service commission specifying the type 
of current to be served. Earl Carroll 
Realty Corporation, et al. v. New York 
Edison Co. (N. Y. Sup. Ct.) 
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A Bus Utility Is Exonerated of Rate Discrimination 


HE Kentucky Court of Appeals, 

sustaining a lower court’s judg- 
ment dismissing a suit for damages by 
a negro woman against a bus carrier 
for alleged refusal to accommodate her 
after she had purchased a ticket, held 
that a regulation by the carrier permit- 
ting passengers to “reserve” seats by 
telephone or other means to the exclu- 
sion of patrons subsequently applying 
for transportation on that bus was rea- 
sonable. 

The plaintiff claimed to have been 
discriminated against on account of her 
race, because there were vacant seats 
in the bus at the time she was refused 
one. The carrier claimed, however, 
that such seats had been reserved by 
telephone and it had a rule against 
transporting more passengers than there 


were seats in a single bus, where an- 
other bus would make the same trip 
within a reasonable time. The carrier 
claimed that it was willing to transport 
the plaintiff on the second bus and gave 
her notice of its departure, but that she 
refused to accept passage. 

The court, in sustaining these rules 
of the bus carrier as reasonable, point- 
ed out that at common law the inability 
of a carrier to accept all prospective 
passengers because of the lack of room 
was justification for refusing passage. 
The court also held that the separate 
coach law of that state providing for 
the segregation of white and colored 
passengers applied only to railroads and 
not to bus lines. Brumfield v. Consoli- 
dated Coach Corp. (Ky. Ct. App.) 40 
S. W. (2d) 356. 


7 


The Purchase “On Time” of a Power Plant Out of 
Its Earnings Is Held Illegal 


HE state of Missouri is the latest 

state to hold illegal as a device for 
unlawfully increasing the indebtedness 
of municipalities without the sanction 
of their electorates, the purchase of mu- 
nicipal power plants on conditional 
sales contracts—instalments to be paid 
out of current earnings. This system 
of selling power plants to municipali- 
ties without the formality of (special) 
elections has met with varying success 
in several western states, and seems to 
be in use widely by the Fairbanks, 
Morse & Co., manufacturers of power 
plants and party to several suits involv- 
ing the validity of such sales contracts. 
The Missouri case arose when several 
taxpayers of Harrisonville sued to pre- 
vent the performance of the condition- 


al sales contract between the city and 
the manufacturer. The city objected 
to the alleged lack of interest in the suit 
on the part of the taxpayers, in view 
of the fact that the purchase of the 
plant would be financed wholly from its 
own earnings and would not affect tax- 
raised revenue in any way. The court 
decided against the city on this point, 
pointing out that the interest of the tax- 
paying citizens in a distribution system 
and white-way system owned by the city 
prior to the execution of the sales con- 
tract would necessarily be affected by 
it, and that such taxpayers were also in- 
terested in the funds which would be 
used to construct a foundation for the 
plant. Hight, et al. v. Harrisonville, et 
al. (Mo. Sup. Ct.) No. 30446. 


e 


Authority to Abandon Street Car Feeder 
Line Is Denied 


UTHORITY sought by a street rail- 
way company, whose operations 


as a whole were shown to be unprofit- 
able, for discontinuance of a certain 
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feeder line in Independence, Mo., was 
denied by the commission of that state 
where evidence showed that the line in 
addition to defraying its own expense 
had actually contributed a small sum to 
the company’s net earnings. There was 
also evidence that the proposed discon- 
tinuance would inconvenience residents 


of Independence—so much so that the 
city authorities agreed to relieve the 
utility of its street-paving obligations 
in consideration that the utility would 
not be permitted to abandon service. 
This arrangement was approved by the 
commission. Re Kansas City Public 
Service Co. (Mo.) Case No. 6225. 


e 


Special Contract for Gas and Electric Service 
in New York Is Prohibited 


i and electric companies operat- 
ing within the metropolitan area 
of New York city have been ordered by 
the New York state commission to do 
away with all special contracts which 
are at variance with the published rate 
schedules on file with the commission. 
The purpose of discontinuing these con- 
tracts, according to an opinion written 
by Chairman Maltbie, is to give the 
public knowledge of all the rates 
charged by all the utility companies so 
that any consumer may examine the rate 
schedules and determine which rate is 


the most advantageous for his own uses. 

Under the new set-up, it was ex- 
plained, no utility consumer will receive 
service under a rate which is not ap- 
plicable to all consumers who receive 
service under the same rate and condi- 
tions, and such rates will be open to in- 
spection by the public at all times. This 
was said to eliminate any undue prefer- 
ence or discrimination which might be 
given to any customer or class or local- 
ity by reason of special contracts. Re 
Specul Contracts by Gas & Electric 
Companies. (N. Y.) 


e 


Other Important Rulings 


2 New York Transit Commis- 
sion, in refusing an application of 
the Third Avenue Railway Company 
for an order authorizing the issuance 
of securities for the purchase of bus- 
ses, has held that a street railway com- 
pany has no statutory authority to pur- 
chase busses, even though the busses 
are intended to be leased to an operat- 
ing subsidiary of the street railway 
company. Accordingly, the application 
for authority to issue securities, the pro- 
ceeds from which were to be used to 
purchase such equipment, which it had 
no statutory authority to buy, was de- 
nied. Re Third Avenue Railway Co. 
(N. Y.) Case No. 3029. 


A Federal district court in Minne- 
sota has held that an appeal by a city 
from an order of the Minnesota state 
commission in a grade separation case 


to a court of that state is a “civil suit,” 
removable under terms of the United 
States code (28 USCA, § 71) to a Fed- 
eral district court by a defendant party 
who is not a resident of that state. The 
court also held that the nominal posi- 
tion of parties to litigation in a state 
court does not necessarily define their 
respective status for purposes of deter- 
mining whether a party seeking remov- 
al of the proceeding to a Federal court 
is in fact a “defendant” as required by 
Federal statute. It was said to be nec- 
essary for the Federal court to ascer- 
tain the real matter in dispute and to 
arrange the parties on opposite sides of 
it according to their real interest. Re 
Chicago, Milwaukee, St. Paul & Pacific 
Railroad Co. et al. (U. S. Dist. Ct.) 
50 F. (2d) 430. 


The California commission has held 


445 





